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WITNESSES 
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P. L. STEERS, COMPTROLLER 

MERRILL WHITMAN, SECRETARY 


Mr. Yares (acting chairman). Gentlemen, we have before us at 
this time a request for a supplemental appropriation for the current 
fiscal vear, which is taken from page 22 of House Document 115, a 
communication from the President of the United States. 

The item relates specifically to the request of the Panama Canal 
Company for expenses necessary for werk preliminary to the con- 
struction of a high-level bridge crossing the Panama Canal at Balboa, 
C’. Z., as authorized by the act of July 23, 1956 (70 Stat. 596) $1 million 
to remain available until expended. 

General, will vou tell us about this item? 

General Porrer. The first item is for $1 million for the engineering 
of the $20 million bridge across the canal. This item is a so-called 
treaty item. The 1955 treaty committed the United States Govern- 
ment to build a bridge across the canal at Balboa. 

The treaty, of course, was ratified by the Senate and subsequently 
last vear, the Congress authorized the appropriation of the funds to 
build this bridge. This is the first request for appropriations, and it 
is merely for the engineering, so that we can find out what the bridge 
will look like and what its design features will be, and enable us to 
advertise it for construction. 

Mr. Yarres. Mr. Reporter, will you put the justifications in the 
record at this point? 

(The documents referred to follow:) 


(1) 
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PROGRAM AND PERFORMANCE 


A supplemental appropriation in the amount of $1 million is required for 1957 
to provide for subsurface exploration, preparation of plans and specifications, and 
other activities preliminary to the construction of a high-level bridge across the 
2anama Canal at Balboa, C. Z. 

Relation of costs to obligations.—The relationship is derived from year-end 
balances of selected resources as reflected in the following table: 


1955 actual 1956 actual 1957 1958 
| } estimate | estimate 
eg eS ie awe wee be oie Seine ah - | sf 
Selected resources at end of year: Undelivered orders | } 
(appropriated balances obligated for goods and serv- | | 
ices on order not yet received) $700, 000 | $200, 000 
Selected resources at start of year (—).- d ‘ | 700,000 
Costs financed from obligations of other years, | 
net (--) | cele — 500, 000 
-| 


Obligations incurred for costs of other years, net cseneal : 700, 000 pod 
| | 


Obligations by objects 





| Actual, 1956 Estimate, | Estimate, 
1957 1958 
07 Other contractual services ‘4 ee eee tte ahh i. i $825, 000 $175, 000 


Budget authorizations, expenditures and balances 


Actual, 1956 Estimate, Es 
1957 





BUDGET AUTHORIZATIONS AVAILABLE 


Proposed supplemental appropriation ___- 








A fo As $1, 000, 000 ams i. 
Balance brought forward: 
Unobligated iat tinsteg Mahlon aaipisichdsis ; a ‘ $175, 000 
Obligated_- : 700, 000 
Total budget authorizations available_- 1, 000, 000 875, 000 
EXPENDITURES AND BALANCES 
Total expenditures— 
Out of current authorizations. _.......-- , Kaad ; : 125, 000 
Out of prior authorizations_._- bekisdexeadkeds : a3 675, 000 
Balance carried forward 
Unobligated asda ' ; 175, 000 , 
Obligated_. bike Sesion ng 700, 000 200, 000 
Total expenditures and balances. --___- d 1, 000, 000 §75, 000 


JUSTIFICATION 


A supplemental appropriation in the amount of $1 million is required for 1957 to 
provide for subsurface exploration, preparation of plans and specifications, and 
other activities preliminary to the construction of a high-level bridge across the 
Panama Canal at Balboa, C. Z., as authorized and directed by the act of July 23, 
1956 (ch. 665, 70 Stat. 596). Early initiation of construction will permit the 
Panama Canal Company to promptly fulfill the United States commitment to the 
Republic of Panama under the terms of point 4 of the General Relations Agree- 
ment between the United States and Panama of May 18, 1942 (Executive Agree- 
ment Series 452), and of item 5 of the Memorandum of Understandings Reached 


‘ iUtl i, 


signed January 25, 1955 (Treaties, ete., Series 3297). 
Mr. Yates. Mr. Rooney? 
Mr. Rooney. No questions. 
Mr. Yares. Mr. Shelley? 
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ECONOMIC VALUE OF BRIDGE 


Mr. SHELLEY. I have been over this, Mr. Chairman. 

I think I might ask the Governor the same question that I asked 
him a while ago off the record. Is there a feeling on the part of the 
Panamanian Government or the Panamanian people that this bridge 
is of economic necessity, or will contribute to the economic develop- 
ment and expansion of the area? 

General Porrrer. It is my personal opinion, Mr. Shelley, that the 
Panamanian people feel that this bridge is a major element in tying 
their country together, and hence, enabling its economic development 
to proceed at a greater rate. 

Could I repeat, then, Mr. Laird, what I said to you? I personally 
feel that also, one of the things that has impeded many of the coun- 
tries of the world, and specifically in Central and South America, is 
the lack of communications. This will be a major tie or improvement 
in that lack of communications. 

Mr. Suetiey. The theory behind it is that here we sort of bisect a 
nation with our Canal Zone and this would allow direct communica- 
tion between the two portions of Panama? 

General Porrmr. It would facilitate it. We run a ferry across the 
canal now at a cost of about a half million dollars a vear. 

Mr. SHeviey. That is all. 

Mr. Yarrs. Mr. Clevenger? 


SABOTAGE OF BRIDGE 


Mr. CLevenGcer. I think the principal concern that I would have 
would be the difficulty of guarding that bridge in case of a war, and 
the danger of sabotage. We could be sabotaged right at the canal, 
but over the canal. I would say we might. 

General Porrrer. If it were broken down in the canal, it would be 
a major job of removal. 

Mr. CLtevencer. And probably put the canal out of business during 
that period. 

General Porrrer. For.2 month or so. 

Mr. CLevenGcer. I have no other questions. 

Mr. YATEs. Mr. Bow? 

Mr. Bow. Mr. ¢ ‘levenger has gone into what I was concerned about. 

Mr. Yates. Mr. Laird? 

Mr. Latrp. No questions. Sra 


NEED FOR FUNDS AT THIS TIMI 


Mr. Yates. Why are you reque ‘sting this appropriation in the 
form of a supplemental to the fis my vear = 7, rather than having it 
as part of your budget request for fiscal year 1958? 

General Porrer. Because our authority to dene in an appropriation 
request came after our regular budget had already been submitted 
to the Bureau of the Budget. 

Mr. Yares. Is there an urgency about this which would require a 
supplemental, rather than including it as a part of your ordinary 
budget? 

General Porter. The only money that we want now, sir, is the 
design of the bridge; not the construction of the bridge. 
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Mr. Yarrs. Why could that not wait until your regular re 
Why do you need the funds now rather than the next fiscal vear? 

General Porrer. It is just a delay of 1 year, sir. We haide ‘this 
international commitment that they and we do feel pretty strongly 
about. 

Mr. Bow. Mr. Yates, may I ask one question? 

Mr. Yarrs. Yes. 

PANAMANIAN HIGHWAYS 


. Bow. We are familiar with the Inter-American Highway to 
fier Governor, give us brieflv the highway situation south 
from Panama. What is the situation there? 

General Porrrer. The improved highway south from Panama goes 
as far as to Tocumen Airport, about 10 miles. There is a considerable 
amount of preliminary surveying being done in the Darien area, 
which is the area south of the canal and connecting with Colombia. 
All I know is what I read in the newspapers. 

Mr. Bow. Say we had the bridge today, and people would cross 
the bridge and go south. How far could they go on highways now 
existing? 

General Porver. They can go to Tocumen Airport. 

Mr. Bow. About 10 miles? 

General Porrer. Then they have gravel roads from then on, for 
about 50 miles. : 

Mr. Bow. There is no highway from there on down? 

General Porrrer. No. 

Mr. Yates. Are there further questions? 


CONGRESSIONAL VISITS TO THE PANAMA CANAL 


Mr. Rooney. Mr. Chairman, there has been a great deal of pub- 
licity over recent years with regard to Members of Congress going 
on what have been called junkets to the Panama Canal. 

What is your view, General Potter, with regard to the desirability 
of not only members of the Appropriations Committee, but all 
Members of the House of Representatives, going to the Panama Canal 
Zone to inspect your operations? 

General Porrer. Mr. Rooney, I could make a long speech on this, 
but I will condense it to say this: The citizenry of our country, and 
even you and myself, are accustomed to not even thinking about the 
Panama Canal. We think it exists. If the Panama Canal didn’t 
exist, a stranglehold would be placed on our country’s economic 
development that would be much worse than what has happened in 
Kurope, with Suez going out of existence. South America is the 
most important continent to us, industrially, I think, in the future. 

Mr. Yates. Militarily, too; is it not? 

General Porrer. Militarily, but economically. I come up and ask 
for appropriations and permission to spend our earnings in a certain 
wav. I cannot explain to vou in words the importance of this canai, 
or the conditions under which we operate, or the kind of life that 
3,500 American citizens, with their 10,000 dependents, are forced to 
live in down there. 

Many Congressmen, and others, have felt that our description of 
those conditions is exaggerated. 
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It is to my interest, and it is to the interest of the people of this 
country to have as many Congressmen and Senators come down as is 
possible. Once there, you can never forget its importance, and you 
are not only doing me a favor, by coming, but you are doing your own 
constituents a favor and you are doing the economic life of this countr Vv 
a favor. 


CONGRESSIONAL DEPENDENT’S FARE ON THE PANAMA LINE 


Mr. Rooney. One further question, for the record, General. 

If a Member of Congress, say, at a time outside the period when 
Congress is in session, visits the Panama Canal Zone, and wishes to 
bring with him his wife and/or children, there is a certain rate on fare 
that he must pay to the Panama Line for carrying these extra passen- 
gers. Is that so? 

General Porrrr. Free passage is granted to Members of Congress, 
but their dependents must pay at a set rate. 

Mr. Rooney. There is no way of those wives or dependents getting 
to the Canal Zone on a Panama Line ship unless their passage is paid? 

General Porter. I could not tell you you could bring them for 
nothing, even though I run the line. 

Mr. Yates. Any questions? 

Mr. SHELLEY. | have one other question that occurs to me, Mr. 
Chairman. 

You were talking about the increase in the number of transits in 
the canal in this past year, General. Was some of that increase in 
the form of pickup in the number of tanker ships that went through? 

General Porter. Oil has increased a bit, sir, but we do not think 
that the Suez has caused an increase in our traffice. If anything, it 
would cause a decrease, because more tankers would be required to 
run from the Middle East to Europe, being diverted from our line of 
traffic. 

Mr. SHetuey. That is all I have. 

Mr. Yates. Mr. Clevenger? 

Mr. CLevencEr. I have no questions. 

Mr. Yates. Thank you, gentlemen. 

There is a hearing at 2 o’clock on the Weather Bureau. 





Fripay, Aprin 5, 1957. 
UNITED STATES TARIFF COMMISSION 


WITNESSES 


EDGAR B. BROSSARD, CHAIRMAN 
DONN N. BENT, SECRETARY 


SALARIES AND EXPENSES 


Mr. Preston. The committee will come to order. 

This afternoon we are hearing supplemental items contained in 
House Document No. 115. The first item is for the Tariff Commission, 
found on page 14 of this document under “Salaries and expenses,”’ is 
for an additional amount of $25,000. 
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Chairman Brossard, if you will speak to this briefly, we will hear you 
at this time. 

Mr. Brossarp. Thank you, Mr. Chairman. 

We appreciate the invitation of your committee to present further 
information concerning the Commission’s pending supplemental ap- 
propriation request of $25,000 for the fiscal year 1957. 

Mr. Roonsy. Has previous testimony been taken with regard to 

this, Mr. Chairman? 

Mr. Presron. No. 


Mr. Rooney. Then I think the chairman has been misinformed. 
We did not invite him to come here and ask us for money. Am I 
correct in that? 

Mr. Preston. We notified him to appear. 

Mr. Rooney. I see. 


Mr. Preston. We will now insert Chairman Brossard’s statement 
in the record. 
(Mr. Brossard’s prepared statement follows:) 


UNITED States TARIFF COMMISSION, 
Washington, D. C., April 4, 1957. 
Hon. Prince H, PREsToN, 
Chairman, Subcommittee on Department of 
Commerce and Related Agencies Appropriations, 
House of Representatives, Washington, D. C. 


Dear Mr. Preston: We appreciate the invitation of your committee to present 
further information concerning the Commission’s pending supplemental appro- 
priation request of $25,000 for the fiscal year 1957. 

The factors which have necessitated this request may be briefly identified as 
follows: 

(1) The supplemental request is due entirely to the Executive Pay Increase 
Act which became effective on July 1, 1956. Thus at the outset of the current 
fiscal year the pay of members of independent boards and commissions was in- 
creased from $15,000 to $20,000 a year ($20,500 for chairmen). Since the Tariff 
Commission has 6 members, the added cost for the fiscal year is $30,500. 

2) This added cost was not included in, nor anticipated in, the Commission’s 
regular appropriation for the fiscal year 1957. While the additional cost of the 
Iixecutive Pay Increase Act in most agencies is a tiny fraction of the agency’s 
total appropriation and can thus be readily absorbed, this cost is a significant 
factor for the Tariff Commission which, with a total of some 215 employees, has 6 
Commissioners covered by the Executive Pay Increase Act. 

3) The Commission’s substantive workload continues to be heavy with respect 
to its various types of investigations and in particular escape clause and section 
22 investigations, and the Commission’s study of tariff simplification. It is thus 
essential that the Commission be able to continue with its regular operations 
throughout the current fiscal year. 

(4) The Executive Pay Increase Act of 1956, although retroactive to July 1, 
1956, was not approved until July 31, 1956. Thus, the Tariff Commission’s 
original apportionment schedule submitted to the Budget Bureau on July 11, 
1956, in accordance with law, did not provide for any added cost of the Pay 
Increase Act, nor for any supplemental appropriation to meet such cost. After 
the act was approved, however, the Commission submitted to the Bureau, of the 
Sudget a reapportionment schedule necessitated a the enactment of the Execu- 
tive Pay Increase Act. This reapportionment schedule was submitted on August 

, 1956, and was approved by the Director of the Bureau on September 14, 1956. 

T he statement accompanying the letter, dated September 14, 1956, of the 
Director of the Bureau of the Budget to the Speaker of the House of Representa- 
tives and the President of the Senate, contains the following essential paragraph: 

“Public Law 854, the Federal Executive Pay Act of 1956, was enacted on July 

1, 1956, after the submission of the 1957 budget estimates to the Congress. This 
act increased the salaries of the 6 Commissioners by a total of $30,500. These 
increases in salaries are mandatory and not subject to administrative control. 
Present estimates indicate that this amount cannot be absorbed within the 
Commission’s appropriation without a reduction in staff which would reduce the 
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ability of the Commission to carry out its functions during the remainder of the 
year.” 

Accordingly, all of the Commission’s fiscal plans and recruiting efforts have 
been carried out in accordance with that apportionment. Our financial and 
recruiting program has followed very closely the planned pattern of expenditures 

Late in January 1957, a further review of the Commission’s fiscal position by 
the Bureau of the Budget and the Commission indicated that $5,500 of the total 
added cost of $30,500 could be absorbed; thus the supplemental submitted to 
Congress and now pending before your committee provides for a figure of $25,000. 
This amount is urgently needed to enable the Commission to carry on its heavy 
schedule of investigations, hearings, and other activities for the balance of the 
current year. 

If the requested supplemental appropriation is approved the Commission will, 
of course, continue as in the past to make only those expenditures which are 
clearly essential to effective operation. 

Sincerely yours, 


Epe@ar B. Brossarp, Chairma? 
ORLIGATIONS 


Mr. Preston. What are vour obligations to date, Mr. Brossard? 
Mr. Bent. Mr. Chairman, I have a table here which is in summa) 
form. You will see there under roman II, obligations through the 
third quarter. Those are actual, and that quarter, since it just f 
ished at the end of March, is as close as we could come wnVWwea 
Then, just for the purpose of illustrating roughly where we are wit! 
respect to the whole fiscal year, | projected the fourth quarter at the 
average rate of the first three quarters and, as you will see under 
roman III there, it indicates that, including the $25,000 supple- 
mental, it would leave us with an estimated balance of around $2,000 
Mr. Preston. We will insert this table in the record at this poit. 

(The table referred to follows:) 


iiil- 


A pportionment tables, fiscal 195? 


I. Funds: 


A ppropriated $1, 550, 000 
Reimbursements 16, 000 
Supplemental request 25, 000 
Total 1. 591. 000 
II. Obligations: 
Ist quarter 191,188 
2d quarter 392. 864 
3d quarter 397, 736 
ith quarter 397, 263 
Total 1, 589, 051 
III. Comparison of funds and obligations: 
Total funds 1, 591, 000 
Total obligations 1, 589, O51 
Estimated balance 1, 949 


1 Average of first 3 quarters. 


Mr. Preston. Any questions, Mr. Rooney? 
Mr. Rooney. I have no questions. 

Mr. Preston. Mr. Clevenger? 

Mr. CLEVENGER. No questions, sir. 

Mr. Preston. I think that is all. Thank you, gentlemen. 
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Mr. Brossarp. We appreciate it. If we do not get it, we do not 
know what we are going to do. We will have to take 5 days off. 
Our expenses are about $5,000 a day. If we do not get this money, 
we will have about 5 days’ layoff. We need the time to do the jobs 
that are asked of us. 

Mr. CLtevencer. What are you going to do with all the money? 

Mr. Brossarp. We will pay the salaries and expenses of the pe oi 
that are already on the staff. 

Mr. CLeveNGER. People wonder what we do with all we get. I 
mean your share. There is about $5,000 that we never see. The 
deducts get it before we see it. 

Mr. Brossarp. That is the same way with us. 

Mr. Presron. Thank you, gentlemen. 


Fripay, Aprin 5, 1957. 
DEPARTMENT OF COMMERCE 
Coast AND GEODETIC SURVEY 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
REAR ADM. H. ARNOLD KARO, DIRECTOR, COAST AND GEODETIC 
SURVEY 
RETIREMENT PAY 


Mr. Presron. The next item in House Document 115 deals with 
some matters in the Department of Commerce, and we have with us 
Assistant Secret ary Geor: ve Moore. 

Mr. Secretary, do you have a brief statement to make about these 
items? 

Mr. Moore. A very brief statement which I would like to read. 

Mr. Preston. We will hear from you at this time. 

Mr. Moorr. Mr. Chairman and gentlemen of the committee, I 
appreciate the opportunity to appear before you in support of supple- 
mental requests for fiscal 1957 for the Department of Commerce. 
The requests are contained in House Document 115, which was trans- 
mitted to the Speaker on March 12, 1957. 

The first item for the Department is a language provision which 
would authorize the transfer of $55,000 from the appropriation ‘“‘Ex- 
penses, National Bureau of Standards,” to ‘Salaries and expenses, 
Coast and Geodetic Survey.” 

Unforeseen officer retirements have created a need for increasing 
the limitation of retirement pay of commissioned officers contained 
in the 1957 appropriation from $446,000 to $501,000, an increase of 
$55,000. 

This provision would not increase the total appropriation for the 
Department, since the amount requested would be derived by transfer 
from savings presently In reserve in the National Bureau of Standards 
appropriation. These savings result from the passage of Public Law 
940 of the 84th Congress, which, among other things, authorizes the 
Bureau to retain fees collected for calibration services, the cost of 
which has been provided by appropriations in the past. 
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Bureau representatives are here to provide detailed justification 
and answer such questions as you may desire. 

Mr. Preston. Thank you, Mr. Secretary. 

Before the admiral speaks, we will insert in the record at this point 

page from the justifications dealing with this request. 

(The justification referred to follows:) 


JUSTIFICATION 


The 1957 appropriation language of the Coast and Geodetic Survey provided 
for the retired pay of 74 commissioned officers and contains a limitation of $446,000 
in the amount available for retirement pay. Since the 1957 estimates were pre- 
pared eight additional officers have availed themselves of their retirement privilege. 
The number for whom funds must now be provided is 82. The additional cost of 
these unforeseen retirements totals $55,000. 

It is impossible to forecast exactly ‘the needs for this purpose. Uncertainty 
always will exist as to the number of officers who will apply for retirement upon 
30 years’ service or who will remain on active duty until reaching the mandatory 
retirement age. 

This item is not related to the Bureau’s programs. A request was made of the 
Bureau of the Budget for a separate appropriation for fiscal year 1957 to provide 
funds for this purpose. Our request was denied because the amount involved was 
less than $1 million, and policy determination precluded adding appropriations in 
a lesser amount. 

The explanation of the language change, as presented in 1957, stated that 
the funds contained in this limitation would be available only for retirement pay 
of commissioned officers, and that if conditions should develop which would 


increase the amount of funds needed a supplemental request for funds would be 
necessary. 


The Coast and Geodetic Survey has, during the current fiscal year, conducted 
programs of high priority only despite the increase in requirements for its surveys, 
charts, maps, and related publications. Funds are not available within these 
limited programs to provide for the additional retirement pay of $55,000. The 
cumulative obligations for the Bureau as of the end of February 1957 are 
$7,277,525. It is anticipated that the obligations for the months of March, April, 
May, and June will total $3,678,000. 

Admiral Karo. It was impossible to forecast exactly our needs for 
this particular item when we prepared our estimates for 1957. They 
were prepared on the basis of the best information we had available. 

Subsequent to that, 8 additional officers requested retirement, after 
completion of 30 years’ service. This is to provide the pay required 
by these additional retirements. 

Mr. Preston. It is a mandatory item, one over which we have no 
control and made mandatory by law? 

Admiral Karo. Yes, sir. 

Mr. Preston. Any questions on this item? Mr. Rooney? 

Mr. Rooney. I wondered about this item of alleged savings referred 
to by Secretary Moore. Are these really savings to the taxpayers 
that you are referring to in your statement? 

Mr. Moore. We feel that they are savings. 

Mr. Rooney. How can you say they are savings? These are funds 
not used for some other purpose, and you propose to use them here. 
There is no net savings to the taxpayer; is there? 

Mr. Moors. Yes. I think there is a net savings to the taxpaver 
because we have come up to transfer these funds from the National 
Bureau of Standards to Coast and Geodetic Survey. 

Mr. Roonny. They would be savings if you did not spend this 
money in the Bureau of Standards and let it lapse into the Treasury? 
Now vou have found another way in which to spend the unspent 
money in the Bureau of Standards; is that correct? 
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Mr. Moore. That is correct. 

Mr. Roonny. That is all. 

Mr. Preston. We will insert in the record at this point a copy of 
Public Law 940 of the 84th Congress. 

(Public Law 940 follows:) 


Pusuic Law 940, 84TH CoNGREss 


CHAPTER 906, 2p SESSION 
S. 2060 


AN ACT To amend the Act of March 3, 1901 (31 Stat. 1449), as amended, to incorporate in the Organie Act 
of the National Bureau of Standards the authority to use the Working Capital Fund, and to permit 
certain improvements fn fiscal practices 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled “‘An Act to establish the 
National Bureau of Standards”’, approved March 3, 1901, as amended, is amended 
by striking out sections 7 and 8 and inserting in lieu thereof the following sections: 

“Sec. 7. The Secretary shall charge for services performed under the authority 
of section 3 of this Act, except in cases where he determines that the interest of 
the Government would be best served by waiving the charge. Such charges may 
be based upon fixed prices or cost. The appropriation or fund bearing the cost 
of the services may be reimbursed, or the Secretary may require advance payment 
subject to such adjustment on completion of the work as may be agreed upon. 

“Sec. 8. In the absence of specific agreement to the contrary, additional facili- 
ties, including equipment, purchased pursuant to the performance of services 
authorized by section 3 of this Act shall become the property of the Department 
of Commerce.”’ 

Sec. 2. Such Act is further amended by striking out sections 11, 12, and 13 
and inserting in lieu thereof the following sections: 

“Sec. 11. (a) The Secretary of Commerce is authorized to accept and utilize 
gifts or bequests of real or personal property for the purpose of aiding and facili- 
tating the work authorized therein. 

‘*(b) For the purpose of Federal income, estate, and gift taxes, gifts and be- 
quests accepted by the Secretary of Commerce under the authority of this Act 
shall be deemed to be gifts and ‘bequests to or for the use of the United States. 

“Sec. 12. (a) The National Bureau of Standards is authorized to utilize in the 
performance of its functions the W orking Capital Fund established by the Act of 
June 29, 1950 (64 Stat. 275), and addizional amounts as from time to time may 
be required for the purposes of said fund are hereby authorized to be appropriated. 

““(b) The working capital of the fund shall be available for obligation and pay- 
ment for any activities authorized by this Act, as amended, and for any activities 
for which provision is made in the appropriations which reimburse the fund. 

‘‘(e) In the performance of authorized activities, the Working Capital Fund 
shall be available and may be reimbursed for expenses of hire of automobile, hire 
of consultants, and travel to meetings, to the extent that such expenses are author= 
ized for the appropriations of the Department of Commerce. 

“‘(d) The fund may be credited with advances and reimbursements, including 
receipts from non-Federal sources, for services performed under the authority of 
section 3 of this Act. 

‘‘(e) As used in this Act the term ‘cost’ shall be construed to include directly 
related expenses and appropriate charges for indirect and administrative expenses. 

““(f) The amount of any earned net income resulting from the operation of the 
fund at the close of each fiscal year shall be paid into the general fund of the 
Treasury: Provided, That such earned net income may be applied first to restore 
any prior impairment of the fund.” 

Approved August 3, 1956. 


Mr. Preston. All right, Admiral. Thank you. 
Admiral Karo. Thank you very much, gentlemen. 
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SUBCOMMITTEE ON DISTRICT OF COLUMBIA APPROPRIATIONS 


LOUIS C. RABAUT, Michigan, Chairman 
OTTO E. PASSMAN, Louisiana EARL WILSON, Indiana 
WILLIAM H. NATCHER, Kentucky BENJAMIN F. JAMES, Pennsylvania 


Werpnespay, Marcu 20, 1957. 
DISTRICT OF COLUMBIA 


WITNESSES 


SCHUYLER LOWE, DIRECTOR, DEPARTMENT OF GENERAL AD- 
MINISTRATION 


WALTER L. FOWLER, BUDGET OFFICER 

HENRY F. HUBBARD, PERSONNEL OFFICER 

BRIG. GEN. THOMAS A. LANE, ENGINEER COMMISSIONER 

DR. HOBART M. CORNING, SUPERINTENDENT OF SCHOOLS 
CHARLES N. ZELLERS, DEPUTY SUPERINTENDENT OF SCHOOLS 


JOHN M. RIECKS, ASSISTANT SUPERINTENDENT IN CHARGE OF 
BUILDINGS AND GROUNDS 


J. A. BLASER, DIRECTOR, DEPARTMENT OF BUILDINGS AND 
GROUNDS 


Mr. Rasavut. We will consider several supplemental requests for 
funds for fiscal year 1957 contained in House Document No. 115. 
The appropriate justification data will be inserted at this point. 

(The matter referred to follows:) 


DEPARTMENT OF GENERAL ADMINISTRATION 


“For an additional amount (fiscal year 1957) for the Department of General 
Administration, $180,000.” 

This amount is required for refund of erroneous payments during the balance 
of the 1957 fiscal year. 

The 1957 appropriation for the Department of General Administration contained 
an item of $250,000 for the refund of erroneous payments of taxes. The status 
of this allotment is as follows: 


Renee. 2 US ee Le Bese tes Set St Pec tee owas) by $250, 000. 00 
Expended, July 1 through Jan. 17___---- SEES. hue 2 Jt Tee Gee. Se 
Pemiee. | Jo OUT 2s es Se Lt MAD ogy An fs SHEE IS 1, 404. 50 


The early depletion of the allotment for refunds is due mainly to the payment 
of a Tax Court refund in the amount of $143,338.76 to the Radio Corporation of 
America during November of 1956. 

The following list of categories of refunds and the estimated amounts involved 
are based on those applications currently on record and scheduled to be certified 
for payment before June 30, 1957, together with the estimate of the possibility of 
the receipt of refunds for large amounts now pending before the District of Colum- 
bia Tax Court. 


Real estate_____- : Er! aa TRA TER I Dy. 3 $20, 000 


Personal property and sales Z , f 5, 000 
Miscellaneous . 4 12, 000 
Unincorporated business franchise___----.----------- Saas 70, 000 
Corporation franchise - _- -- ; saan race. elena eee _ 70,000 
Individual income _ _-_ cae Fe MUA ks . 3, 000 


pe Ng a Mees Yodan Sud Gels bobs w cE Biases ecto ah 180, 000 
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PERSONAL SERVICES, WAGE SCALE EMPLOYEES 


‘Personal services, wage scale employees, $415,000.” 

This amount is required in order to pay an average increase of 11 cents per 
hour for the District regular wage board employees which was approved by the 
Board of Commissioners subject to appropriation therefore being made by 
Congress. 

In September and October 1956, the Federal departments and agencies with 
the District of Columbia government cooperating and participating, conducted a 
wage survey of the Metropolitan Washington locality to determine if wages had 
changed since the survey conducted in the fall of 1955. The results of the survey 
were presented to all participants and interested agencies at a meeting called by 
the Civil Service Commission on November 20, 1956. The survey revealed that 
a substantial change in wage levels had occurred in approximately 1 year since 
data was last collected. 

As a result of the preceding, and in accordance with the provisions of part V of 
Reorganization Order No. 21, as amended, the District Wage Scale Board held 
two meetings (November 29 and December 7, 1956) to consider the changes that 
occurred in the prevailing wage rates and the effect of such increases in existing 
rates of the District’s wage board employees. 

It is for note that the last general Wage Board pay increase for District of 
Columbia employees was as of the beginning of the first pay period after July 1, 
1956, and was in the amount of an average 10 cents per hour. However, this 
increase was based on a survey which had been conducted in the fall of 1955 the 
results of which were applied by the Federal agencies the first pay period after 
December 16, 1955. Thus, in effect, there was a lag of at least 6 months between 
the application of the going rate by all the other Federal Wage Board employers 
in this area and the District of Columbia government's rate application. 

The recent wage survey revealed an average of 11.2 cents per hour increase over 
the previous year. The increase ranged from 5 cents per hour at the WBR-2 
level (laborer) to 19 cents per hour at WBR-18 (trade foreman). This is con- 
sistent with the Federal increase. 

At the Civil Service Commission meeting of November 20, 1956, it was indicated 
that virtually all the Federal agencies proposed to effect the increases as of the 
beginning of the first pay period after November 20, 1956. It was particularly 
noted at the time that all major Federal employers in the area had either already 
acted on the increase or regarded it as sure of approval. 

In view of this, the Wage Seale Board recommended to the Board of Commis- 
sioners that the increase be granted to its regular wage board employees. The 
Board of Commissioners approved the Wage Scale Board’s recommendation on 
January 24, 1957, to be effective the beginning of the first pay period after 
February 1, 1957, conditional upon appropriation therefore being made by the 
Congress. 

The following table shows the departments involved, number of wage board 
emplovees, estimated total cost and the several revenue funds from which the 
appropriations here requested will be payable: 


Estimated cost of wage-scale increase for fiscal year 1957 (increase of 11 cents per hour 
for 800 hours) 


Number Sanitary 
De partment of em- Total General | Highw iy Water sewage 
ployees cost fund fund fund works 
iund 
General administratior 11 $700 $700 
Publie schools 1, 010 70, 000 70, 000 
Publie Librar 47 4, 21) 4, 200 
Reereation Department ( 7, 200 7, 200 
Publie Health 42] 20. 000 20, 009 
Publie Welfare 124 | 11, 000 11, 900 
Buildings and Grounds 214 | 12, 000 12, 000 
Highways 656 60, 400 5 700 $54, 700 
Sanitary Engineering 2,451 | 197, 500 140, 700 $36, 500 $20, 300 
National Capital Parks 32, 000 | 32, 099 
Total 4,934 415, 000 303, 500 54, 700 36, 500 20, 309 


Transferred to parks. 
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CAPITAL OUTLAY, PUBLIC BUILDING CONSTRUCTION 


“For an additional amount for ‘Capital outlay, public building construction,’ 
contained in the District of Columbia Appropriation Act, 1956, to cover the 
increased estimated cost of the Anacostia Senior High School addition, to remain 
available until expended, $390,000, of which $15,000 shall be available for con- 
struction services by the Director of the Department of Buildings and Grounds.” 

An additional $390,000 is needed to supplement funds in the amount of $975,850 
already available for an addition and alterations to Anacostia Senior High School. 
Originally an amount of $790,000 was appropriated for this project. Because of 
rapidly rising costs, a supplemental amount of $83,000 was appropriated and 
$13,000 was transferred to this project from another project. All of this was 
done before bids were requested. The low bid exceeded this amount, necessitating 
rejection of all bids and this further request for additional funds. 

It is extremely important that this project go forward as soon as possible. 
The present structure has a rated capacity of 1,170 students. In October 1954 
the membership was 1,284 and by October 1956 this had increased to 1,569 and 
will continue to increase. 

It is important that these funds be made available as soon as possible in order 
to avoid further disruption of this school’s program. The construction work must 
be scheduled to take full advantage of the summer months when school is not in 
session. It was originally planned that the work on both the north and south 
wings would be completed by the opening of school in September 1957. Since 
an estimated 420 days are required for the entire project, it is important to begin 
work early in the summer of 1957 so that it can be completed during the summer 
of 1958 and thus limit the interference with school operation to 1 school year. 


CAPITAL OUTLAY PROJECT SCHEDULE 


Department: Public Schools. 

Project title: Anacostia Senior High School Addition. 

Location: 16th and R Streets SE. 

Description: Two gymnasiums; conversion of present gymnasium to include 
12 regular classrooms, | biology laboratory, 1 physics laboratory, 1 office machines 
practice room, 1 typing room, and 1 homemaking laboratory; alterations to field- 
house; improvements to athletic field; replacement of heating plant; and altera- 
tions to existing building and | ground Improve ments. 

Date submitted: June 1952. 

Project No.: 1-15. 

Fund: General. 

Public works program: Yes. 

Year planned: 1956. 

Substitute program: No. 


Funds Requested | Balance | Percentage of 
Estimated | available in supple- needed | completion 
cost to date mental to com- with supple- 
for 1957 | plete mental 
| 
Sie... ; $30, 000 | $30, 000 : 10 
Plans and specifications. ----_- } 46, 600 | 31, 600 15, 000 | 100 
Construction. - 1, 229, 400 854, 400 | 375, 000 100 
Furniture and equipment. . - 59, 850 59, 850 100 
Preliminary survey - : hie | 4 ‘ 100 
ree 2. 1, 365, 850 975, 850 | 390, 000 


SETTLEMENT OF CLAIMS AND SUITS 


For the payment of claims in excess of $250, approved by the Commissioners in 
accordance with the provisions of the act of February 11, 1929, as amended 
(45 Stat. 1160; 46 Stat. 500; 65 Stat. 131), $22,798. 

The District of Columbia Appropriation Act, 1957, under the head of ‘‘Office 
of Corporation Counsel,” included the amount of $10,000 for the settlement of 
claims not in excess of $250 each, when approved by the Commissioners in accord- 
ance with the act of February 11, 1929, as amended. 

The accor vgn fay J estimate of appropriation of $22,798 is submitted in order 
to pay claims under the same act of Congress which are in excess of $250 each, as 
follows: 





Claimant Nature of claim 


Potomac Electric Power | Damage to underground conduit and cable | 


Co. by Sewer Department trenching machine 
at Istand S Sts. SW., on Sept. 2, 1955. 
Werner Lywen ; Personal injuries (fracture of the head and 


neck of the right humerus) from fall on 

defective sidewalk on Virginia Ave. NW., 

between 20th St. and New York Ave., on 
| Nov. 26, 1955. 

Clarence R. Haines, Jr., | Damage to automobile of Clarence R. 

and Wanda L. Grimes, Haines, Jr., insured by Allstate Insurance 

and Allstate Insurance | Co. as the result of being struck by a Di- 


Co. vision of Sanitation vehicle on N P1., near | 


Ist St. SE. on Mar. 7, 1955, and personal 
injuries (bruises and contusions of the face, 
jawbone, and knees) sustained by Wanda 
L. Grimes as a result of this collision, and 
personal injuries (severe sprain of the lat- 
eral collateral ligaments of the left ankle) 
| sustained by Mr. Haines asa result of this 
collision. 


Emma Lynch and John | Personal injuries (fractures of the 3d and 4th 


Preston Lynch. | Metacarpal bones of right foot) sustained 
| by Emma Lynch as a result of a fall in 
| front of 707 8th St. SW on Mar. 28, 1954 
(public space), and loss of consortium by 
{| John Preston Lynch. 

Marie L. Thompson......| Personal injuries (fracture of the left hip and 
anatomical neck of the left femur) with 
| permanent partial disability from fall on a 
public sidewalk at the corner of East 
Capitol St. and Kentucky Ave. SE. on 

| Dee. 11, 1953 (publie space). 
Addie P. Roberts Personal injuries (fractured right kneecap, 
sprain of right hand and wrist, and rup- 
tures of the lower abdominal wall) re- 
sulting from a fall on the public walk in 


April 27, 1951 (public space). 

Damage to truck owned by Bernard R. 
Shatzer, as the result of a collision between 
a trash truck owned by the District of 
Columbia at Mount Olivet Rd. and 
Trinidad Ave. NE. on Nov. 18, 1955, and 


Bernard R. Shatzer, trad- 
ing as Century Delivery 
Service, and Carey 
Allen Evick. 


front of 1593 Rhode Island Ave. NW. on | 


minor personal injuries (lower back) sus- | 


| tained by Carey Allen Evick, driver of the 
| Shatzer truck, as the result of this collision. 
Travelers Insurance Co Damage to automobile owned by Perry L. 
Coale, insured by Travelers Insurance 
| Co., as the result of being struck while 
| parked in the 1200 block of Mount Olivet 
Rd. NE. by Division of Sanitation truck 
} on Aug. 17, 1955. 
John B. Fitzpat 
John F. Nevill | forehead. sealp, nose, lip, and left knee, 
| and permanent scarring of the forehead, 
nose, anc lip, and permanent damage to 
his nervous system) sustained by John B 
Fitzpatrick and personal injuries (severe 
contusions and strain of the midanterior 
chest, contusions overlying the left anterior 
chest, and lacerations of the eye and fore- 
head, which have resulted ir permanent 
searring) sustained by John Neville, as the 


rick and | Personal injuries (multiple lacerations of the | 


restit of an accident, when an automobile | 
in which they were passengers struck a | 


protruding manhol«a on H St. SE. at 44th 
} Pl. on Sept. 20, 1953. 

Margaret M. Killeen. _. Personal injuries (fracture of the left hip) 
from fall in a pedestrian crosswalk along- 
side the west edge of the westbound street- 
ear loading platform located at 13th St. 
and Pennsylva: ia Ave. NW. (on public 
space) on Nov. 1, 1954. 

Rhebs E. Kohn Personal injuries (sprain of right ankle) re- 


sulting from fall when she stepped into a | 


hole on the southside of Cathedral Ave 
NW ., east of New Mexico Ave., and west 
of the western driveway into 4200 Cathe- 
dral Ave. NW. (public space) on Nov. 8, 
1G55 

Robert Nichols Personal injuries (fracture at base of 5th 
metatarsal of left foct) from fall on side- 
walk in front of 1219 New York Ave. 
NW. on Mar. 29, 1954 (public space). 


91009 5 


Amount of Amount of 
claim or suit | settlement 
$2,349.40_.._____| $2,349.40. 
Unstated_...__| $2,500. 
| 
| 
$915.29 .______| $350 to Haines, 


$59.49 to 
Grimes, 
| $105.87 to 
| Allstate In- 
| surance Co 


$47,000... $450. 
$100,000... _- $2,000. 
| 
| 
$30,000... | $750. 
| 
| 
$857.62 | $857.62 to 
claimed by | Shatzer and 
Shatzer and | $250 to 
$500 claimed Evick. 


by Evick. 


$485_- | $385. 
$35,000__......| $1,500. 
$59,000. _- $8,500. 
SE SOR: iste $750, 
Unstated...... $500. 
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Claimant Nature of claim Amount of Amount of 
claim or suit settlement 
Mrs. Jessie P. Butler...__| Personal injuries (fracture of cuboid bone of | $10,000_-- $1,000. 
right foot, together with lesser injuries to 
head and other parts of the body) as a re- | 
sult of a fall in the roadway of Naylor Rd. 
near R St. SE. (stepped into a hole in the 
roadway near north gutter of Naylor Rd.) 
on June 16, 1954. ] 
Gray Top Cab Co. and | Damage to automobile of Gray Top Cab | Unstated $450 to Gray 
Ernest D. Peeples. Co., driven by Ernest D. Peeples, as a re- Top Cab 
sult of a collision between a trash truck Co. and $40 
owned by the District of Columbia and to Ernest 





Gray Top Cab No, 223 at the intersection D. Peeples. 
of 15th St. and Rhode Island Ave. NW.on | 
Jan. 20,1954. Peeples claims $10 for X-ray 
examination and $30 for loss of cab’s use | 
following the accident. 
Total. 


JUDGMENTS 


For the payment of final judgments rendered against the District of Columbia, 
as set forth in House Document 115, 85th Congress, $347, together with such 
further sums as may be necessary to pay the interest at not exceeding 4 percent 
per annum on such judgments, as provided by law, from the date the same became 
due until the date of payment. 


Amount of | Costs Total 


| judgment 


Radio Corporation of America rs $233. 55 $233. 5: 
Fenton M. Fadeley, et al wih 112. 55 112. 55 


Total_- . t ives 346. 10 346. 10 


AUDITED CLAIMS 


For an additional amount for the payment of claims, certified to be due by 
the accounting officers of the District of Columbia, under appropriations the 
balances of which have been exhausted or credited to the general fund of the 
District of Columbia as provided by law (D. C. Code, title 47, see. 130a), being 
for the service of the fiscal year 1956 and prior fiscal years, as set forth in House 
Document 115, 85th Congress, $8,062, together with such further sums as may 
be necessary to pay the interest on audited claims for refunds at not exceeding 
$ percent per annum as provided by law (act of July 10, 1952, 66 Stat. 546, sec. 


14d). 


Salaries and expenses, Collector’s Office, District of Columbia, 1951 


refund $3, 418. 54 
Salaries and expenses, fiscal services, District of Columbia, 1952, 
Collector’s Office, refunds 1, 193. 30 
Salaries and expenses, fiscal services, District of Columbia, 1953, 
Collector’s Office, refunds 248. 34 
Operating expenses, Metropolitan Police Department, District of 
Columbia, 1953, personal services 75. 06 
Operating expenses, Metropolitan Police Department, District of 
Columbia, 1954, personal services 566. 40 
Operating expenses, courts, District of Columbia, 1955, advances to 
General Services Administration, Federal Courts Building 850. 00 
Operating expenses, courts, District of Columbia, 1956, advances to 
General Services Administration, Federal Courts Building __ 1, 710. 00 
Ota... es 5 a 8, O61. 64 


Mr. Fowuer. The amount included in House Document 115 for 
the District of Columbia is $1,016,207. 
Mr. Rapavut. That is correct. 
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Mr. Fow.er. The requirements by funds are as follows: The gen- 
eral fund, $904,707; highway fund, $54,700; water fund, $26,500; 
sanitary work fund, $20,300; or a total of $1,016,205. 

A breakdown by categories is as follows: 

Operating expenses, $626,207; capital outlay, $390,000; total 
$1,016,207. 


DEPARTMENT OF GENERAL ADMINISTRATION 


The first witness will be Mr. Lowe on the first item in the justifica- 
tions. 


REFUND OF ERRONEOUSLY PAID TAXES 


Mr. Rasaut. Mr. Lowe, what about the first item for the Depart- 
ment of General Administration, $180,000 for the refund of erroneously 
paid taxes? 

Mr. Lower. Yes, Mr. Chairman. Each year in the Department of 
General Administration budget we have in the base a sum of $250,000 
to handle that item. 

Cases go to the Tax Court, and are administratively determined to 
be refunded. Normally that is enough. 

For example, last year $242,000 was all that was required. 

Mr. Rasavur. You are short of funds this year? 

Mr. Lows. This year we had a large Tax Court decision against 
us in the amount of approximately $140,000 which threw us short. 
Then we have had more refunds of other types. 

Therefore, as of March 12 the balance in that fund was $1,003.64. 

Actually, as I recall it, we hit that point in January. 


Mr. Rapavur. Y ou want to augment the funds available? 
Mr. Lowe. Yes, si 


SALARY INCREASE FOR WAGE-SCALE EMPLOYEES 


Mr. Rasaut. The next item is for the salary increase for wage- 
scale employees in the amount of $415,000. Who will justify that 
item? 

Mr. Hussarp. I believe there is a justification in front of you. I 
would like to make a brief additional statement. 

The amount recommended, $415,000, would provide for an average 
increase for the last 5 months of the current fiscal year of 11 cents an 
hour for approximately 5,000 District wage-board employees. 

The Wage Board of the District of Columbia, an advisory body to 
the Board of Commissioners, in cooperation with the various Federal 
agencies, made a wage survey of rates for comparable jobs in private 
industry last fall. We found an increase in prevailing rates in the 
Washington metropolitan area of approximately 11 cents an hour as 
compared with the previous year. 

Most of the Federal departments and agencies concerned have either 
put such a wage increase into effect by directly absorbing the costs or 
have approved the increase on a contingent basis and are coming back 
to Congress for the needed funds. 

In the District government the Board of Commissioners has 
approved such an increase to be effective beginning the first pay period 
in February 1957, provided Congress appropriated the necessary 








18 


funds. This was a contingent approval by the Commissioners of the 
effective date. 

Under the Classification Act, the Board of Commissioners has 
authority to fix the rates of pay for wage-board employees in accord- 
ance with prevailing rates as nearly as consistent with the public 
interest. 

We think this proposed increase would be treating the District 
wage-board emp! >yees fairly since most of the Federal employees in 
this category have already received their increase or will receive their 
increases retroactively, subje ct to approval of funds by Congress. 

That is the justification in brief. 

Mr. Rasavr. It amounts to 11 cents an hour? 

Mr. Hupparp. Yes, sir. 

Mr. Rasavt. This request is only for the current fiscal year? 

Mr. Husparp. Yes, sir 


FINANCING OF WAGE INCREASE 


Mr. Ranaut. How do you propose to finance this item in the fiscal 
year 1958? 

Mr. Fowter. It is anticipated that we will have no difficulty in 
financing the cost of the highway, water, and sanitary sewer works 
fund. 

The general fund, however, has no reserve against the proposed cost. 
It is hoped there will be sufficient additional revenues to pay for this 
extra cost. 

However, this is contingent on income tax receipts which will not 
be definitely known until the middle of May when the amounts of 
refunds for the individual taxes can be computed. We expect to 
have an increase, but we don’t know. 

In the event the increase does not materialize, and that is the next 
question, it will be necessary to return the unexpended balances of 
appropriations for the fiscal year 1957 to surplus by the end of the 
fiscal year 1958 instead of waiting for the customary 2 years, and if we 
do that we expect to have approximately $1 million. 

That is the only way we can figure it out at this time, depending on 
what the future holds in the way of revenue. 

Mr. Rasaut. What will it cost on a full vear basis? 

Mr. Fow.ter. $1,162,500. 

Mr. Lowe. That is for all the funds; $862,500 is the general fund. 
We expect we will have $1 million by advancing the unexpended 
balance from 1 year to 2. 

Mr. Natcuer. Mr. Fowler, payments are to be retroactive to what 
date? 

Mr. Hussarp. To the beginning of the first pay period after the 
first of February, 1957. Most of the Federal agencies have gone back 
beyond that, to approximately the first of December 1956. The 
reason for our delay is that the Commissioners did not act on it until 
January and we could not legally make it retroactive at that time. 
We were looking at the revenue picture for the current fiscal year to 
determine if the proposed increase could be financed. 

Mr. Rasaut. We think the wage increase has been justified. The 
question is as to the financing. That is the point. Iam not opposed 
to the increase in pay, but Iam concerned about financing it. 

Mr. Fowuer. That is the only answer we have. 
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Mr. Rasavut. That is the important thing. 
Mr. Fow.er. Yes. We are all right for this year, but we could be 
difficulty next year. However, we don’t anticipate we will be. 
Mr. Lowe. If I may restate what Mr. Fowler has said in this way: 
To the best of our ability we feel we are probably thinly balanced 
as to being able to cover this in fiscal year 1958, but should that be 
wrong and we do not have enough revenues coming in, then this 
emergency- type, action which Mr. Fowler just outlined, namely, of 
releasing ‘these fiscal year 1957 unexpended balances over to surplus 
would still cover us. 

In other words, we have a clear-cut emergency course of action 
which is within the control of the Commissioners to do. 

Mr. Rasavut. What is the balance? 

Mr. Fow.er. We estimate it to be $1 million in the general fund. 


il 


LANGUAGE PROVISION 


Mr. Rasavt. Should this item have additional language relating 
to the employees’ group life insurance? 

Mr. Hussarp. | have a statement here. 

This is standard language which has appeared in two previous bills. 
The recommended language is this: 

Provided further, That for the purpose of determining the amount of insurance 
for which an individual is eligible under the Federal Employees Group Life Insur- 
ance Act of 1954, all changes in rates of compensation or salary which result as 
provided herein shall be held and considered to be effective as of the first day of the 
first pay period which begins on or after the date of enactment of this act. 


Mr. Ranaut. That prevents the employees’ insurance from being 
retroactive? 
Mr. Hussarp. That is right. Assuming an emplovee went fron 
$2,900 to $3,100, he would be covered up to $4,000. We suggest that 
this not be made retroactive because higher insurance coverage 
obviously could not be put into effect retroactively. 


Mr. Rasavt. All right. 
SETTLEMENT OF CLAIMS AND SUITS 


We have three items for claims and suits, judgments and audited 
claims in the amount of $31,700. 

Mr. Fow.er. These are in the usual form, settlement of claims, 
suits and judgments and audited claims. We merely ask that we have 
permission to insert these justifications in the record. 

Mr. Rasaut. They are mandatory items? 

Mr. Fowter. Yes, sir. 


CapitraL Outrtay, Pusiic BuritpiIne ConstRuctTioN 
ANACOSTIA SENIOR HIGH SCHOOL ADDITION 


Mr. Rasaut. Now we will take up “Capital outlay, public building 
construction.”” The request is for $390,000 for the Anacostia Senior 
High School addition, of which $15,000 shall be available for construc- 
tion services by the Director of the Department of Buildings and 
Grounds. 
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This is the third or fourth time you have been up here for funds for 
this school. What is the matter? 

Mr. Buaser. I would like to comment on that. 

Mr. Ranaut. This is from page 235 of the hearings of April 1955: 

Dr. Corntna. To do that, we will require $187,000 of the money released from 
the two postponed projects. 

Originally, it was intended to cover that in 2 budget years. However, this 
would be it in this 1 budget year. The situation is quite an emergency. 

Then we have another emergency situation in the Supplemental 
Appropriation Bill for 1957 in the amount of $83,000. Now you want 
$390,000 more. 

What do vou have to say about that? 

Mr. Buasger. This job was advertised the middle of last vear. Bid 
were opened on the 28th of August. At that time the average of si 
bids was $992,800. 

Mr. Rarnavut. The average of six bids? 

Mr. Buaser. Yes. The six bids rang 
a high of $1,010,000. 

The present supplemental dealing with $390,000 will take care of 
an athletic field, including new bleachers, the school as now planned 
plus approximately $100,000 to allow for increases from August unt 
we get bids on the next go round; plus the $15,000 that vou havi 
already cited for construction services which will be inspection on thi 
iob. 


] 


dd from a low of $975.700 to 


The first estimate for this job Was prepared n September 195] 
There have been several estimates during that time prepared. Ther 
is no record of the basis for any of those estimates. 

Through the cycle of estimates there was a change in plan for the 
school, increasing the original project from 30,800 square feet to a 
entirely new area of 39,800 square feet plus modifications in existing 
facilities to 18,800 square feet. That gives a total area of construction 
of 58,600 square feet. If vou divide that 58,600 square feet into 
$841,400, which was at the time of solicitation of bids the amount 
available, you get in the neighborhood of $14 to $15 a square foot 

Mr. Rasaur. That includes some repairs; does it not? 

Mr. Briaser. I would not call it repairs. The 18,800 square feet 
are classed as classroom wings to be converted from existing gym- 
nasiums to classrooms, and that is not a minor modification. 

Mr. Ranaut. It is not a new building, either. 

Mr. Biaser. That is correct. However, sometimes modifications 
to an existing building can become more messy than an entire new 
building. 

Mr. Rasavr. That is right about being messy. TI will admit that 

We developed this item last vear to indicate that each time ther 
was about 11 percent allowed for contingencies. There is a final 
sentence here: 

Mr. Rapavt. There is no contingency fund for any of these items? 

Mr. Hutson. Yes; definitely. We generally allow 15 percent for plans a 
specifications and contingencies. Plans and specifications for the most part ar 
4 percent. 

So we allowed 11 percent, and we did it twice. That is 22 percent 

Mr. Zevuers. It would not be on the entire base cost. 

Mr. Rasaut. You added $83,000 last year to cover increased 
costs. I wonder how much you people have looked into this? 
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General Lane. I wonder if Mr. Blaser could tell us how much is 
due to increase in scope and how much is due to increase in cost. 

Mr. Rasaur. It seems to me there should be more details. We 
might have another supplemental. I do not know. 

Mr. Buaser. As of this moment we have completed plans and 
specifications. They were the documents used in the middle of last 
year to solicit these bids which I cited in the first part of this presen- 
tation. These are still ready to go. We are in condition as of this 
moment to advertise in a matter of 2 or 3 weeks. So, we at this 
moment are speaking about firm plans and specifications and firm 
estimates based on bidding. 

Mr. Rasaur. Since we first appropriated for this school in the 
spring of 1955 the cost of this school is up 25 percent. Is that right? 

Mr. Buaser. Yes, sir. 

General Lane. Mr. Chairman, I think Mr. Blaser will correct that 
situation. When we come before you with a very rough sketch of a 
project, we give an estimate of the cost. Then the Buildings and 
Grounds people have to work on that project in terms of the need of 
the agency, and very often it turns out that they need more than was 
included in —e original project. 

Mr. Rasaur. That is true. We are recognizing that without you 
telling us. 

General Lanr. We have been seeking for more than a year to cor- 
rect that. We have had a change of directors in the Department. | 
have instructed Mr. Blaser, when they come in with a eatin iN) 
scope, he will not design it until it has come to the Commissioners for 
our clearance. In the past, designs have been completed in accord- 
ance with the desires of the Department, and when we advertise a 
project we find it costs more than we had anticipated. That happened 
soon after | came in as Engineer Commissioner. I have gone over 
this with Mr. Hutson. This has been repeated in several instances. 

Mr. Rasautr. Can we look for better conditions in the future? 

General Lann. I think this is one of the jobs Mr. Blaser has on his 
shoulders, to see that this kind of thing does not continue to occur. 
Over the period of vears the needs of these using agencies are increasing 
all the time. We are trying to see that the design is not enlarged until 
the Commissione ‘Ts approve it. 

Mr. Ranaut. That completes the hearing on the supplemental 
request. 

Thank vou very much, gentlemen. 








22 


SUBCOMMITTEE ON INTERIOR DEPARTMENT APPROPRIATIONS 
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WEDNESDAY, Marcu 20, 1957. 


DEPARTMENT OF AGRICULTURE, FOREST SERVICE 
WITNESSES 
EDWARD P. CLIFF, ASSISTANT CHIEF, FOREST SERVICE 
JOHN SHANKELIN, STAFF ASSISTANT, OFFICE OF THE SECRETARY, 
DEPARTMENT OF INTERIOR 
ContTROL OF Forest PrEsts 
SALARIES AND EXPENSES, ForEsST SERVICE—SUPPLEMENTAL APPROPRIATION, 1957 


Program and financing 





Presently Revised | 
available, | estimate, Difference 
1957 1957 
PROGRAM BY ACTIVITIES 
1. National forest protection and management: 
(a) Resource protection and use_. babae $41, 585,750 | $41, 585, 750 
(6) Resource development. ---_---.- cubed is 2, 715, 000 | 2, 715, 000 
Total, national forest rere and management 44, 300, 750 | 44, 300, 750 
2. Fighting forest fires_- seins oon mur eleelaco ae shane 5, 250, 000 1 5, 250, 000 
3. Control of forest pests: | 
(a) White pine blister rust control _ _------ nee | 2, 734, 000 734, 000 
(6) Forest pest control--.-_--- aki tSnicat eases 2, 386, 000 | : 186, 000 | __ +8800, 000 
Total, control of forest pests...........-..-.----.-| 5, 120, 000 | 6, 920, 000 | +800, 000 
4. Forest research: | i = TESS, , 
(a) Forest and range management research.._._____.__- | 5, 182, 816 | 5, 182,816 |.__- 
(4) Forest-protection research : ; eee 1, 711, 222 1, 711, 222 | 
(c) Forest-products research otk é 1, 679, 801 | Pe Oe 8 25 5.- 
(d) Forest-resources research b J | 1, 426, 161 | 1, 426, 161 ie 
Total, forest research_______ sp aici Ne liane tae aa _10, 000, 000 i ORL. cs chsccecasde 
Total obligations._...............--.----- _.....| 64, 670,750 | 65, 470, 000 | +800, 000 


FINANCING 
Total appropriation______ 64, 670, 750 | 64, 670, 750 
Proposed supplemental 


Transfer from other appropriations._......__- 


pe aa eae 800,000 | +800, 000 





1 Excludes $6,500,000 negusitedss in H. Doc. 115. 


Mr. Kirwan. An amount of $800,000, to be derived by transfer 
is requested for control of certain forest pests. We will insert in the 
record the item on pages 18 and 19 of House Document 115 and the 
justifications. 


For an additional amount for ‘“‘Salaries and expenses’’ as follows: 

‘““*Control of forest pests’, $800,000, to be derived by transfer from any appro- 
priation, for the fiscal year 1957, available to the Department of Agriculture for 
salaries and expenses (exclusive of such appropriations which include funds for 
grants): Provided, That the limitation under this head in the Department of the 
Interior and Related Agencies Appropriation Act, 1957, on the amount available 
for carrying out the Forest Pest Control Act, is increased from ‘$2,386,000’ to 
‘$3,186,000’ 

The need for control of budworms and southern-pine beetles has been revealed 
by recent surveys. These infestations which are located in forests of several 
States are causing severe and widespread damage and unless control measures 
are applied in the spring or early summer of 1957, indications are that even 
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greater insect populations will be encountered next season. Delay in applying 
control measures will increase damages to and loss of valuable timber resource 
and also increase the cost of ultimate control. In addition, these infestations if 
left uncontrolled will impair the important watershed and recreation values of 
forests and intensify the fire hazard. In accordance with previous practice, the 
Federal Government will bear a portion of the cost of controlling infestations on 
State and private lands and the proposed transfer of $800,000 is for this purpose. 


2. CONTROL OF FOREST PESTS 


Recently compiled fall surveys reveal that black-headed budworm in northern 
Idaho and western Montana, spruce budworm in southern Idaho, jack-pine bud- 
worm in Minnesota and Wisconsin, and the southern pine beetle in Great Smoky 
Mountain National Park in North Carolina and Tennessee have reached an in- 
festation intensity that is causing severe and widespread damage. Unless control 
is undertaken during the spring and early summer of 1957, geometrically enlarged 
insect populations will be encountered the following season. Delay in combating 
these outbreaks will increase timber losses and the cost of ultimately bringing the 
epidemics under control. Timber already destroyed and in danger of loss totals 
3.4 billion board-feet with a stumpage value of $75 million. In addition to losses 
of merchantable timber is the loss of associated young growth that is essential to a 
continuous future supply of timber plus the intangible but important watershed 
and recreation values that are impaired when forests are damaged from any cause. 

These enlarged and intensified upsurges in insect outbreaks demonstrate again 
the unstable character of the insect problem. Experience has repeatedly shown 
that insect populations are subject to sudden and substantial fluctuation. There- 
fore, it can be expected that the size of a control job will at times not coincide with 
financial estimates that of necessity must originate many months in advance of 
need. Provision must be made for reexamination of the pest situation as late in 
the year as seasonal conditions will permit, to adjust work plans and finances to 
the control problem at hand. 


(1) For control of an outbreak of black-headed budworm—Kaniksu National Forest 
and Glacier National Park on the Idaho-Montana border (a new project), $30,000 
The development of this infestation was not apparent until surveys were com- 
pleted this fall. No other infestations of this insect are known to exist in northern 
Idaho and western Montana. As infestations of leaf-feeding insects go, this one 
is in its infancy, involving 12,500 acres of hemlock timber on national forest and 
national park land. However, studies indicate that it is on the upward trend and 
that defoliation will increase in severity and extent during 1957. The damage 
potential is great because of the large volume of susceptible trees adjacent to the 
infestation. The plan is to initiate control action in the spring of 1957 and curb 
the infestation while the outbreak is still small. 


(2) For control of an expanded outbreak of spruce budworm on the Payette, Boise, 
Challis, Salmon, and Targhee National Forests of southern Idaho, $540,000 

At the time 1957 appropriation estimates were prepared, this outbreak, part 
of which adjoins 1,369,000 acres successfully treated in 1955 and 1956, was under 
observation. At that time there were indications that natural factors might 
hold the infestation in cheek. Control action was, therefore, deferred 1 year to 
observe carefully the course of the infestation. Unfortunately, id did not sub- 
side. It got worse instead of better: in fact it got so much more intense and 
widespread that unless control is undertaken in late spring and early summer of 
1957, heavy damage will occur. A large amount of timber will be killed or 
weakened to the extent it will be subject to extensive quick killing by bark beetles. 
The presence of many dead trees intensifies the fire hazard. Large and costly 
fires frequently follow insect attacks. Heavy burns lead to serious watershed 
deterioration and downstream flood damage. 

A total of 532,000 acres, 99 percent of which is federally owned, is involved in 
the area under heavy budworm attack. An estimated 1.8 billion board-feet of 
fir timber are threatened. 


(3) For Federal aid in control of the jack-pine budworm in Wisconsin and Minnesota 
(new project)—Federal share, $180,000 

The jack-pine budworm has been troublesome in the Lake States for several 
years. Heretofore, it has developed to dangerous population densities several 
times and in several places, then subsided before severe damage occurred. The 
current outbreak is not following this pattern. For reasons as yet unknown, the 
attacks show no signs of abatement. Severe defoliation is taking place to the 
extent that tree mortality is common. 
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State, industrial, and Federal entomologists have been carefully observing and 
studying recent outbreaks. As a result they are convinced the current infesta- 
tions will not subside from natural causes before infesting additional timber and 
causing widespread tree killing. Chemical control during May and June is 
proposed. 

The States and owners are prepared to finance 75 percent of control costs and 
the States have applied for Federal aid for the remaining 25 percent, under pro- 
visions of the Forest Pest Act of 1947. 

The scope of these two control jobs is as follows: 


Wisconsin Mir sota I 
Acres involved 220, C0) 120), Of $40, 000 
Amount of timber threatened million cords 3.4 ] 
Value of timber threatened millior $10 $5 $15 
Cost of control - $464, OOK $256, 000 $720, 000 
Federal share_--. i a s 4116, 000 £64, 000 $180, 000 


For expansion in control of SO ithern pre beetle on Great Smoky Vational Pa 

Di partment of the Interior), $50,000 
Due to the climate and natural factors prevailing during the 1956 season, out- 
breaks of the southern pine beetle have been more severe than expected in the 
Sou theastern States and e spec ially so on the Great Smoky National Park in Nort} 
Carolina and Tennessee. This bark beetle is one of the most serious and d: umagins 
forest insect pests in the Southern States. [t produces several broods of insects 
each year. 

Outbreaks of southern pine beetles were known by Park Service officials early i 
1956 and measures for control that were adequate at that time were carried out 
However, the outbreaks increased rapidly during the latter part of 1956 and heavy 
ree losses occurred in intensively used scenic and recreational areas. 

Drought conditions in this area have generally weakened the trees. This factor 
combined with unbalances in natural control factors have caused this insect to 
spread and intensify to epidemic proportions, calling for additional control 
measures before the next generation of beetles emerges in progressively expanded 
numbers to attack more trees. 


5 Eff clive methods of control 


Effective methods of control are available for combating the foregoing pests at 
reasonable costs. Aerial spraying for budworm control costs between $1 and 
$3.10 per acre, depending on the character of the terrain, distance aircraft must 
ferry from an airstrip, and the size and shape of treatment areas. Bark beetle 
control by chemicals applied by ground equipment costs between $0.50 and $4 
per tree depending upon tree size and location. 

Previous control work has been fully effective on the areas receiving treatment 
The principal problem is ia keeping control abreast of pest upsurges and expan- 
sions of outbreaks. 

Budworm control is possible only during the time larvae are feeding. The larva 
feeding period is late spring and early summer. It varies each vear with varia- 
tions in weather. Spray work may start as early as mid-May and may extend 
to mid-July. 

About 90 percent of the cost of budworm control goes into purchase of insecti- 
cide, transporting it and in applying it by aircraft. These jobs are contracted 
and contracts should be prepared several months in advance of the start of spray- 
ing operations to secure maximum economy and efficiency. 

The application of a chemical mixture containing ethylene dibromide to the 
infested tree has proved very effective in killing the southern bark beetle in all 
stages of development. 


6) Sum mary of additional needs 


(a) Black-headed budworm in Idaho and Montana (new project) _-- $30, 000 
(b) Spruce budworm in southern Idaho___- 540, 000 
(c) Jack-pine budworm in Wisconsin and Minnesota (new cooperative 
projec ay. : 180, 000 
(2) Southern pine beetle on Great Smoky N: ational Park _ 50, 000 
Total eRe wi 800, 000 
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STATUS OF EXISTING CONTROL PROJECTS 
Colorado 

Umcompaghre, San Juan—Bark beetles, $102,000.—The funds for this project 
were provided primarily for maintenance control and mopup of remaining hot 
spots in the Colorado spruce bark beetle project on national forest land. Chemical 
control measures were applied to over 13,000 infested trees in areas that were 
isolated and inaccessible to logging. Control by logging through commercial 
sales was used wherever possible. Logging, when it can be used, not only is itself 
an effective measure in reducing insect broods, but it utilizes dead, damaged, and 
threatened timber, capturing values that would otherwise be lost. Included in 
control measures were an additional 9,000 trees heavily infested with Black Hills 
ind Douglas fir bark beetles. These were in small projects treated to prevent 
buildups to major projects. 

At the present time bark beetles have not built up to epidemic proportions 
on a recent blowdown of spruce timber on the San Juan National Forest. How- 
ever, the blowdown areas are being carefully watched and if a heavy infestation 
ff bark beetles develops, prompt control measures will be needed in fiscal year 
1958 to avoid a major control project. 


Vontana and northern Idaho 


Engelmann spruce beetle, $247,000.—Control work was continued on this major 
pidemie which has persisted since 1952 in Montana to mop up isolated hot spots 
nd areas not accessible to salvage logging. The most active infestation centers 
re the Lolo and Kootenai National Forests. 

It was possible to make a saving of $43,000 by doing more control through 
salvage logging in accessible areas. This saving was redistributed to the spruce 
budworm control project in Montana. 

Spruce budworm, $588,500.—The budget for fiscal year 1957 contained an item 
f $530,000 for spruce budworm control in Montana-north Idaho to spray between 
700,000 and 800,000 acres, depending on costs and the acreage of Federal and 
participating non-Federal ownerships in the units to be sprayed. Surveys made 
n late 1956 call for additional funds that will be available from the savings 
leveloping in other projects. 

Late fall surveys show there has been a sharp increase in the magnitude and 
severity of the spruce budworm infestation on the Helena, Gallatin, Deerlodge, 
ind Lewis and Clark National Forests. Relatively small individual areas of 
nfestation have increased in acreage to include all Douglas fir type within the 
houndaries of the infested area which now occurs as practically a solid block of 
nfestation, involving portions of four national forests as well as State and 
rivately owned lands that are intermingled 

Since the original serial survev in 1951, which showed 1,166,000 acres infested, 
is now a total gross acreage of 3,544,000 infested acres \ total of 368,000 
es were sprayed in 1955 and 885,000 acres were sprayed in 1956. 

The following program is planned for 1957: 


here 


Federal State Private Total 


267 12, 394 139, 509 814, 170 
ercent : 81.4 1.5 17.1 100 


During the past 2 vears the Federal Government has financed the total cost of 
raving federally owned land, and one-half the cost of spraying State and 
rivately owned lands Che last two sessions of the State legislature have 


ippropriated funds to pay half the control costs on State-owned lands. Private 





andowners have been contacted and requested to pay half the cost for spraying 

heir infested forest lands It is not proposed to undertake control on any unit 

itlined for treatment until contributions of half the control cost on substantially 
non-Federal ownerships is assured. 

An overall plan was set up in 1954 to bring this big infestation under control. 
rhe plan contemplated a control program to cover the total infestation by large 
ntomological units over a period of 3 years. However, as the many private 
andowners were not at that time inclined to share costs, this systematic approach 
was not possible As a result, smaller control units were established on the basis 
f being entomologically feasible and principally federally owned. The Forest 
Service and the State forester have jointly agreed on the selection of the 1957 units 
to prevent spread and to spray lands primarily Federal or where cooperation is 
fortheoming. If State and private participation develops, the portion of the 
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344 million acres remaining after the proposed 1957 units are sprayed will b 
planned for control during the next 2 vears. In consideration of available planes 
and operating problems, the program might have to extend over 3 years. It is 
not feasible to spray the entire area in 1 year due to the limitation in numbers of 
available airplane equipment of the type suited to mountain spraying. 

The loss in tree growth, since the onset of the infestation, converted to rough- 
milled lumber at $70 per thousand board-feet, exceeds $35 million. This figure 
does not include the intangible losses, actual and potential, such as subsequent 
attacks by other forest destroying insects, fire, and impairment of recreational 
values. The heaviest loss to our forest resources can be assigned to the killing of 
trees in the younger age class that represents the available inventory of merchant- 
able timber in the future. It is estimated that the spruce budworm has caused 
a loss of $335,000 annually in Christmas tree industries. It is conceivable that 
the infestation could spread to the entire host timber type that would involve a 
longer treating period, as happened in the State of Oregon where control programs 
were successfully carried on each vear from 1947 to 1955. 

The value of eastern Montana fir has increased greatly during the last 2 vears 


Douglas fir represents two-fifths of the timber resource of an eastern Montana 
industry estimated at 80 million board-feet annually. Stumpage values for fir 
in eastern Montana are now $5 to $7 per thousand board-feet. All this fir is 


subject to potential infestation and damage. 

It is significant that the threatened Douglas fir forests are astride the Conti- 
nental Divide at the headwaters of the Columbia and Missouri River Basins. 
This in itself is cause for considerable alarm as the greater part of the terrain 
involved is best adapted to the production of trees and water. 

Southern States 


Pine beetles, $187,500.—Drought conditions continue to be favorable for the 
development of buildups of epidemics of the southern pine, the turpentine, and 
the Ips bark beetle, with the southern pine beetle the major tree killer. Control 
projects on national forests, and on private lands where financial cooperation 
can be obtained, are being carried on to reduce epidemics while they are smal 
Surveys in the late fall of 1956 indicated insect populations were on an up trend 

As a result of expanded use of logging in the control of these insects, it was 
possible to effect a saving of $12,500. This saving was redistributed to the 
Montana spruce budworm project. 


Utah 


Pine bark beetles, $381,500.—-The infestation of western pine beetles on the Dixie 
National Forest in Utah and on the adjoining Bryce Canyon National Park 
increased sharplv i1 1956 with more funds being required to do the control job. 
The amount budgeted is greater than originally contemplated by $51,500. 


California 
Small projects, $75,000 Additional outbreaks of bark beetles, and the Tussock 


moth made necessary an increase of $40,000 for a total of $75,000 to finance the 
urgently needed small projects. 
Eastern States 

Oak wilt control, $25,000.—Oak wilt disease is responsible for heavy losses of 
oak trees over wide areas in the Eastern States. The Federal Government is 
cooperating with the States of Pennsylvania and North Carolina on a basis of 
25 percent Federal participation for the total cost of the project. Other States 
may request similar aid. 
Miscellaneous 

Forest Service small projects, precontrol and postcontrol work, $278,500.—These 
projects during fiscal year 1957 involved control work on infestations detected in 
the early stages of development which require prompt treating while infestations 
are small. The projects are scattered across the Nation on various national 
forests and in some instances on non-Federal lands where appropriate financial 
cooperation by the non-Federal landowner is provided. The funds in this item 
also provide for project planning and followup inspections to measure the effec- 
tiveness of control work and the need for mopup action. These projects involve 
bark beetles and defoliators in plantations, highly used recreational areas, and 
in small outbreaks in commercial! stands. 

A saving of $91,500 in this item was redistributed to finance control work in 
Utah and California 
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The following table shows the allocation of forest-pest funds by projects during 
fiscal year 1956 and the original estimates for fiscal year 1957 with proposed 
revisions as herein explained: 


Obligations, forest-pest control, fiscal year 1956 and estimates for fiscal year 1957 


| Presently I sed esti- 
Project Actual 195¢ available nates 1957 | Difference 
1957 
— — oo —_ 
Colorado-W yoming-South Dakota: Pine bark } | 
beetles _ - $701, 044 $105, 000 $102, 000 — $3, 000 
Montana and northern Idaho | 
Spruce beetle 358, 442 200, 000 | 247, 000 — 43, 000 
Spruce budworm ca 778, 434 | 530, 009 | 588, 500 +58, 500 
Black-headed budworm | 30, 000 +30, 000 
Southern Idaho: Spruce bud worm 433, 112 | 60 000 | 600, 000 +540, 000 
southern States: Pine bark beetles 195, 589 200, 090 | 187, 500 | —12, 500 
Utah: Pine bark beetles | 121, 268 | 30, 000 | 81, 500 +81, 500 
California: Pine bark and cone beet 33, 116 | 35, 000 | 75, 000 +40, 000 
Eastern States: Oak-wilt control 15, 953 25, 000 | 25, 000 | 
Wisconsin: Budworm project : * 116, 000 | +116, 000 
Minnesota: Budworm project “ | 5 | 64, 000 | +64, 000 
Miscellaneous: } } 
Department of the Interior projects 64, 297 | 60, 000 | 156, 000 | 4+-96, 000 
Forest Service small projects, precontrol | 
ane posteontrol 321, 502 | 416, 000 278, 500 — 137, 500 
: jeoiechstianeatote punted ickiphianetl 
Subtotal control projects | 3, 022, 757 1, 751, 000 | 2, 551, 000 | +800, 000 
Detection and appraisal survey 412, 999 | 635, 000 635, 10 | 
Unobligated balances 101, 744 “l 4 | 
Total ; 3, 537, 500 2, 386, 000 | 3, 186, 000 +800, 000 


SPRUCE BUDWORM——IDAHO 


Mr. Kirwan. Five hundred and forty thousand dollars of the 
request is to control the spruce budworm in Idaho. 

Breifly describe this problem and how the control work should be 
carried out. 

Mr. Curr. Mr. Chairman, this item is for control of spruce bud- 
werm in southern Idaho on the Payette, Boise, Challis, Salmon, and 
Targhee National Forests. This is an infestation that has boomed 
up since last spring in a proportion that was unexpected. 

Our fall survey showed it had become very much larger than was 
anticipated. In fact, we expected that the natural control factors 
would curb this particular infestation, but that didn’t happen and 
now the epidemic has grown to the size of about 532,000 acres and is 
threatening adjacent large areas of Douglas fir timber, part of which 
has already been sprayed in the past several years. 

The method of control is by aerial spraying of the DDT and oil 
mixture. It costs from $1 to $3 an acre, depending on the size of 
the area, the location and the length of flight that you have to make 
from the airport. In this particular case, our estimated cost is about 
a dollar and ten cents an acre. The method of control has been very 
well developed and is very successful where it has been applied. 


BLACK-HEADED BUDWORM 


There is another budworm epidemic, the black-headed budworm in 
northern Idaho and western Montana, which is a new epidemic of an 
insect that has not been a problem in this area heretofore. It covers 
about 12,500 acres, and our objective there is to hit this one while it is 
small, just like we would try to hit a forest fire while it is small, and 
extinguish it. It is estimated that that will cost about $30,000. 








LOCAL CONTRIBUTIONS 


Mr. Kirwan. What has been the problem of getting private land- 
owners to share the cost of these projects? 

Mr. Curr. All of these projects, except the one in the lake States 
are almost a hundred percent Federal lands. So that isn’t a problem 
on these. 

In most areas we have had very good success in getting the privat: 
landowners and the States to share the costs of insect control on Stat: 
and private holdings. 

The jack-pine budworm infestation of the Lake States is a good 
case in point. There are 340,000 acres infested. All of it is on Stat 
and private lands. 

Under the provisions of the Pest Control Act of 1947 the Federal 
Government is authorized to assist the States and private landowners 
in controling insect and disease epidemics on their lands. In this 
instance, it is proposed that the States and private landowners will 
finance three-fourths of the cost and the Federal Government will 
finance one-fourth of the cost. That has been the general patter: 
that has been established. 

There have been a few places, as in eastern Montana, where we hav: 
difficulty getting the private landowners to finance their share of th« 
costs, and where they don’t do it we just don’t undertake the contro! 
work unless it is absolutely necessary as a last resort to protect inte 
mingled national forest lands. 

Mr. Krrwan. What have been the Federal costs to date and what 
will the future costs be to complete the spruce-budworm control work 

Mr. Curr. We have sprayed, in south Idaho, about 1,369,000 
acres for budworm control in the past several vears at a cost of about 
$1,500,000. This present project that we are proposing is the only 
one that we know of now that will need to be spraved in the nea 
future. 

These insect epidemics are very unpredictable, and it is difficult 
to predict accurately even from one vear to the next where the) 
might crop out or where they might need attention. 


JACK-PINE BUDWORM 


Mr. Kirwan. I understand. You have requested $180,000 for 
new project to control the jack-pine budworm in Wisconsin and 
Minnesota. You stated the local people are financing three-fourths 
of the cost. 

Mr. Curr. Yes, sir. 

Mr. Krrwan. Is this the first time Federal funds have been asked 
for this project? 

Mr. Curr. Yes, sir. 

Mr. Kirwan. Are any federally owned lands involved up there? 

Mr. Curr. There are no Federal lands involved immediately. 

Mr. Kirwan. In those two States? 

Mr. Curr. No; but there are Federal lands in those two States 
that could be threatened if this epidemic is allowed to spread. 








CONTROL OF SOUTHERN PINE BEETLE IN GREAT SMOKY PARK 


Mr. Kirwan. Explain the need for the $50,000 to control the south- 
ern pine beetle on the Great Smoky National Park. 

Mr. Curr. That is a National Park Service project, and Mr. John 
Shanklin of the Interior Department is here. Perhaps he would like 
to explain the need for that particular item. 

Mr. SHankurn. If | may, Mr. Chairman. 

Mr. Kirwan. Yes. 

Mr. SHankurn. The southern pine beetle infestation in Great 
Smoky National Park has been a very difficult infestation to fight. 

There are several broods of this southern pine beetle a year, and in 
the last few vears we have had diffie ulties with respect to drought in 
that general area, and we haven’t had very low temperatures, which 
has been one of the methods by which nature controlled this particular 
infestation. 

We have been working very carefully on this for some 5 yea pea 
Chairman, following the advice of the entomologists, and they if tell 1 
each time we have done an excellent jobi in control; but it seems to a { 
beyond us constantly. 

We worked last fall on this particular infestation to the extent of 
around $6,000, but after the surveys were in, in late fall and in the 
iniddle of the winter, we find we have a larger project on our hands. 

We are actually working on it down there right now. The weather 
has been very warm this particular spring, and I understand, by 
telephone call this morning, that the aduits are already flying from 
the trees 

OBLIGATIONS 

Mr. Kirwan. Please provide, for the record, the obligations to dat 

under this appropriation item and a breakdown of estimated obliga- 


tions for the remainder of the fiscal vear. 
The information follows: ) 


Control of forest pests 


Status of currently available funds 


Revised esti- 


Project mates, fiscal Obligation, Estimated 
year 1957 July 7, 1956 obligation, Lot 
Feb. 28, 1957 | Mar. 1, 1957 
June 30, 1957 
Colorado-W yoming-South Dakota Pine-bark 
heet le $102, 000 $66, 720 $35, 280 $102 
Montana and northern Idaho 
Spruce beetles 247, 000 104, 000 143, 000 247, OO 
Spruce budworm 588, 500 26, 072 562, 428 RS, 5 
Black-headed budworm 30, 000 
Southern Idaho Spruce budworm 600, 000 60, 000 4), OOM 
s yuthern States: Pine-bark beetles 187, 500 121, 350 66, 150 187, 500 
Utah: Pine- bat k beetles 81, 500 49, 600 $1, 900 81, 500 
California: Pine-bark and cone beetles 75. 000 46. 000 29. 000 =— O00 
Eastern States: Oak-wilt control 25, 000 17, 800 7, 200 25, (OO 
Wisconsin: Budworm project 116, 000 
Minnesota: Budworm project 64, 000 
Miscellaneous 
Department of Interior project 106, 000 47, 206 58, 704 106. 000 
Great Smoky National Park 5), OOO 
Forest Service small projects: Precontrol and 
posteontrol 278, 500 67, 859 210, 641 278, 500 
Subtotal control projects 2, 551, 000 606, 607 1, 144, 393 1, 751, OO 
Detection and appraisal surveys 635, 000 384.7 29 250, 271 635, 000 
rota] 3, 186, 000 991, 336 1, 304, 664 2, 386, 000 
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STATUS OF DOUGLAS-FIR BARK BEETLE 


Mr. Jensen. A number of years ago, you had a bad infestation of 
the Douglas-fir bark beetle in the timberlands. I was on a committee 
that went out to study the problem. 

We appropriated several million dollars to try to eradicate that bug. 
I understood that the control program was quite effective. What is 
the situation now? 

Mr. Curr. The Douglas-fir bark beetle infestation in western Ore- 
gon and Washington is at a very low ebb. It is pretty well under con- 
trol in the whole west coast Douglas fir region but is is still a problem 
in many places in the Rocky Mountains. The method of control is 
by logging out the infested trees. The money that was appropriated 
to the Bureau of Land Management and Forest Service was for con- 
struction of access roads to enable loggers to get in and log out those 
infested. The salvage operations are still in progress in some areas, but 
the epidemic has subsided due to the work that was done, plus the 
natural factors. It looks very good in that particular region right now. 

Mr. Budge, I was familiar with the operation by the Forest Service 
to eliminate the white pine butterfly in Idaho that, and I understand 
it was so successful that that spray also pretty well took care of the 
spruce budworm. 

Mr. Curr. It did in that particular area. But for the pine butter- 
fly we sprayed about 275,000 acres, as I recall. 

Mr. Buper. Is that all this same forest land? Or is it different? 

Mr. Currr. This is different. This area we are proposing control 
work on is north and east of the area where we sprayed the pine 
butterfly. 

Mr. Bunge. I see. Thank you, Mr. Chairman. That is all. 

Mr. Kirwan. I think you were with me when I visited northern 
Colorado. 

Mr. Curr. Yes, sir. 

Mr. Kirwan. How is that spruce bark beetle project out there? 

Mr. Curr. In the area where we were, Mr. Kirwan, it is under 
complete control—thanks to the help of you and the committees in 
Congress that made the money available to fight it. 

We have had another epidemic of spruce bark beetle in the southern 
part of the State that we are mopping up now, and the outlook for 
complete control looks very good. 

Mr. Kirwan. That is good. I am glad to have seen all you 
gentlemen here today. 
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SIDNEY D. LARSON, DIRECTOR OF BUDGET AND FINANCE, DEPART- 


MENT OF THE INTERIOR 


DALE L. ROTHROCK, CHIEF, FISCAL SECTION, DEPARTMENT OF 


THE INTERIOR 


ARNIE J. SUOMELA, ACTING COMMISSIONER, UNITED STATES 


FISH AND WILDLIFE SERVICE 


JOHN R. GARDNER, CHIEF, BRANCH OF BUDGET AND ADMINIS- 


TRATIVE MANAGEMENT 


GENBRAL ADMINISTRATIVE 


Program and financing 


Presently 
:vailable 


PROGRAM BY ACTIVITIES 


Departmental expenses 
t nens 


$3.56, 000 
2. Regional office ex 


$96, 500 


R52. 500 
0 852, 500 
rom ‘‘Management of resources’ and 

resources,” Fish and Wildlife Service 


Obligations by objects 


lotal number of permanent positior * 
re number of all employees 136 
umber of employees at 


0 Personal services 
Pert 
Pp 


iyvmMent apove 


04 Communication rvi 

nd utility services 
06 =Printing and reproduction 
07 Other contractual service 
OS Supplies and material 

(9 btquipment 


Pax nd assessment 


EXPENSES 


Revised 


estimate 


$555, 000 $199, OF 
536, 500 4 
1. 091. 500 4+.939 000 
852, 500 
239. 000 3 
Revised Diff 
es late 
200 0 
157 21 
200 a 
$878, 400 +-$124, 000 
18. 700 
897, 100 +- 124. 000 
40, 700 +-15, 000 
2, OOO 
20, 000 +3 OO 
6, 700 
6, SOU 2, OOO 
17, 400 +2 O00 
8, YOU +3 OOO 
91. 400 + UO) OM) 
500 
1, 091, 500 +-939 000 


Mr. Kirwan. We have with us this morning the Fish 


service, 


and Wildlife 


The supplemental request for administrative expenses is $239,000. 


Do you have a statement to make, Mr. Beasley? 


81009 
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REORGANIZATION OF FISH AND WILDLIFE SERVICE 


Mr. Brastey. Yes, sir, Mr. Chairman. 

The Fish and Wildlife Act of 1956 provided for the reorganization 
of the Fish and Wildlife Service into three segments; a Commissioner, 
a Bureau of Sport Fisheries and Wildlife, and a Bureau of Commercial 
Fisheries. The act also established the position of Assistant cas 
for Fish and Wildlife. The objective of this act was to establish « 
sound and comprehensive national policy with respect to fish and wild- 
life and to strengthen the fish and wildlife segments of the national 
economy. 

The framework of the new organization has been substantially 
formulated, and I will be happy to supply the committee with the 
organizational chart and other material on the new organization. 

When we appeared before this committee in January we advised 
that the location of administrative services within the organization 
had not been finally decided. It was initially contemplated that 
these services, such as payrolling, procurement, and personnel man- 
agement would be included in the Office of the Commissioner and 
would service both bureaus. It was on this basis that the item 
appears in the budget document for fiscal vear 1958. However, 
further review convinced us that this was not practicable because the 
field offices of the two bureaus were not always contiguous, and more 
important was the desirability of having these services under the 
jurisdiction of the officials charged with responsibility for carrying 
out the overall program. 

As presently organized, each Bureau will have a Division of Admin- 
istration which will provide, both in Washington and in the field, the 
necessary administrative services. 

The supplemental estimate of $239,000 before this committee is to 
finance the additional costs in fiscal year 1957 arising from the reorgan- 
ization. Funds included in this estimate will be used in initiating the 
staffing and equipping of the Commissioner’s Office, the offices of the 
Directors of the 2 bureaus, the offices of the regional directors of the 
2 bureaus, and the administrative offices, both in Washington and in 
the field. Estimates for expenses nesessary for the completion of the 
physical reorganization of the Service are included in the estimates 
for the fiscal year 1958. 

I would like to point out that our request is not for new funds but 
rather for authority to utilize for these purposes funds which might 
become available from the appropriations, ‘‘Management of resources” 
and ‘Investigations of resources,”’ Fish and Wildlife Service. 

Mr. Krrwan. Does = at complete the statement? 

Mr. Brasuey. Yes, si 

Mr. Kirwan. | think you are requesting $239,000 by transfer from 
other appropriations? 

Mr. Brastey. Yes, sir. 

Mr. Kirwan. We will insert the item on pages 25 and 26 of House 
Document No. 115, and the justification, in the record. 

(The information follows :) 


Fish AND WILDLIFE SERVICE 
GENERAL ADMINISTRATIVE EXPENSES 


“For an additional amount for ‘General administrative expenses,’ not to exceed 
$239,000, to be derived by transfe r from the appropriations for the fiscal year 195) 
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for ‘Management of resources’ and ‘Investigations of resources,’ Fish and Wildlife 
Service.”’ 

The Fish and Wildlife Act of 1956 (70 Stat. 1119) provided for the reorganization 
of the Fish and Wildlife Service during the fiscal year 1957. This additional sum 
is to provide for the administrative expenses necessary to put the required 
organizational arrangements into effect. 


H. Doe. 115 


Fish AND WILDLIFE SERVICE 


v 
/ 


General administrative ecpenses, 195 


Appropriation to date . $852, 500 
Obligations to Jan. 31, 1957 511, 776 
Expenditures to Jan. 31, 1957 : 491, 027 
Judget estimate next fiscal year 1 1, 726, 000 
Request, for 3 months from Mar. 31, 1957 2 239, 000 
Employment: 

Average number, current appropriation 4 136 

Number involved this estimate 60 

Actual employment, Jan. 31, 1957 : 135 


' Includes the following appropriations: ‘‘General administrative expenses, Bureau of Sport Fisheries 
and Wildlife’; ‘General administrative expenses, Bureau of Commercial Fisheries” 
Office of the Commissioner.”’ 

2 To be derived by transfer from the appropriations ‘‘Management of resources” and ‘Investigations of 
resources,”’ Fish and Wildlife Service. 


; “Salaries and expenses, 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Fish and Wildlife Act of 1956 (70 Stat. 1119) provided for the reorganiza- 
tion of the Fish and Wildlife Service. The appropriation of $852,500 for fiscal 
year 1957 does not include any funds required for this purpose. It is estimated 
that $239,000 will be required in the fiscal year 1957 to initiate the reorganization. 


EXPLANATION OF LANGUAGE 


Language provides that this amount be derived by transfer from the 1957 
appropriations, ‘Management of resources’”’ and ‘‘Investigations of resources’’ of 
the Fish and Wildlife Service. 

JUSTIFICATION 


This supplemental estimate of $239,000 is requested to initiate the reorganiza- 
tion of the Fish and Wildlife Service in fiscal year 1957. The present appropria- 
tion of $852,500 does not include costs of reorganization as provided in the Fish 
and Wildlife Act of 1956 (70 Stat. 1119). 

Included in the supplemental estimate of $239,000 is $124,000 for additional 
personal-service costs and $115,000 for expenses. The estimate for personal 
services covers the salary costs of some of the additional positions provided in 
the reorganization of the Service for approximately 3 months of fiscal vear 1957. 

The estimate of $115,000 for expenses covers the estimated costs to be incurred 
in connection with initiating the reorganization of the Service. It includes the 
costs of equipping offices for the Commissioner of Fish and Wildlife and his staff 
and the Directors of the Bureau of Sport Fisheries and Wildlife and the Bureau 
of Commercial Fisheries and their staffs, plus travel and other expenses incident 
to the establishment of new regional offices in the continental United States and 
Aluska. Estimates for expenses necessary for the completion of the physical 
reorganization of the Service are included in the estimates for the fiscal vear 1958. 


COST OF CREATING TWO BUREAUS UNDER FISH AND WILDLIFE SERVICE 


Mr. Kirwan. I believe that the best way to review the request is to 
first consider the administrative requirements on an annual basis. 

A total of $1,750,000 in direct administration is proposed for depart- 
mental and regional office administration, compared with the present 
figure of $852,500, or an increase of over 100 percent; $788,100 in 
direct appropriation will be in Washington, compared with the present 
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cost of $356,000. Why is such a large increase in Washington over- 
head necessary? 

Mr. Brastey. Mr. Chairman, when we were before the committee 
in connection with the regular 1956 budget, we had indicated at that 
time that we were reviewing the administrative organization of the 
reorganized Fish and Wildlife Service. We have completed that 
study, and we have come to the conclusion that the budget estimate 
for 1958, which you referred to, is necessary if we are to carry on the 
intentions of Congress in passing the Fish and Wildlife Act of 1956. 

In reading that act, it becomes quite clear what the intentions of 
Congress were, and I would like to quote as follows: 

There is established a United States Fish and Wildlife Service within the De- 
partment consisting of two separate agencies, each of which shall have the status 
of a Federal bureau. 

If we are to have each of these bureaus as a Federal bureau, it must 
be organized and staffed as a Federal bureau. In order to do that 
we feel it necessary to have top executives, officials, and other per- 
sonnel associated with any administrative orgapization which is 
necessary to create a Federal bureau. 

If we do anything less than that, in my opinion, we would have a 
second-rate bureau and it would be contrary to a directive of Congress 

Mr. Kirwan. Did the law say that they had to have separate 
administrative staffs? 

Mr. Brasuey. In my opinion, while it did not state specifically 
that they had to be separate, it did intend that they should be separate 
because you cannot have the status of a Federal bureau without an 
administrative organization. 

Mr. Kirwan. I have many questions to ask, Mr. Beasley, simply 
because I would like to find out by this line of questioning just why and 
what happened between the time when we passed this law and now. 

[ note that you are asking for a Washington budget office under 
“Sport fisheries’? at a cost of $92,700, and a separate one under 
“Commercial fisheries” costing $93,700. What is wrong with the 
present office which is servicing both groups at a cost of only $92,100? 

Mr. Beastey. If you were to consolidate the functions of the two 
bureaus so as to have a single budget office, as you mentioned, it 
would be possible to. have some reduction. But, I am unable to see 
how you can have a single budget office serving two bureaus and yet 
have two bureaus that have the status of a Federal bureau. 

Mr. Kirwan. Now, would it not be better to save the $92,000 than 
to have it called a Federal bureau? 

Mr. Beasuey. I don’t know how you can call something by a 
description that, in fact, does not exist, Mr. Chairman. This is a 
situation that we are verv much disturbed over and we did have the 
functions of these two bureaus consolidated into one Federal agency 
under the old Fish and Wildlife Service, but this legislation completely 
changed that. There is no more reason to having a single budget 
office than there is in having a single director directing the affairs of 
the two bureaus. 

Mr. Kirwan. What I am trving to determine is who is to blame? 
Was it up here on the Hill when they created this law? 
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NUMBER OF EMPLOYEES CONTEMPLATED ORIGINALLY 


‘It was asked on the floor last year by Mr. Gross of Iowa as to how 
many additional people would be employed under the reorganization, 
and the sponsor of the bill said not over 10 or 12. 

Mr. Breastey. I am well aware of the statement made on the floor, 
Mr. Chairman, but I have no knowledge whatever as to the source of 
the information. As I indicated to you when I was before the com- 
mittee in connection with the 1958 budget, it is inconceivable to me 
that anvone would envision the establishment of two bureaus where 
only one existed before without a considerable increase in the cost of 
running two bureaus. 

Mr. Kirwan. That is the point I am trying to make. I wanted 
vour answer. Then, why did Congress create this new organization? 

Mr. Brastey. As the act states, the purpose was to establish a 
sound and comprehensive national policy with respect to fish and 
wildlife, to strengthen the fish and wildlife segments of the national 
economy, to establish within the Department of the Interior the 
position of Assistant Secretary of the Fish and Wildlife Service, to 
establish a United States Fish and Wildlife Service, and for other 
purposes, : 

Congress, in passing this legislation, created these two new agencies 
where only one existed before, and if it was the jadgment of Congress 
that it was necessary to do that to achieve the objectives of the 
legislation, then I think Congress should also recognize that it will 
have to be associated with that action, including any increased costs 
involved in achieving the purpose. 

If we attempt to avoid some of these increases that we have here, 
then I think we are endangering the possibility of the legislation 
achieving the purposes for which it was passed. 

Mr. Bupar. Will the chairman vield? 

Mr. Kirwan. Yes. 

Mr. BupGe. Mr. Beasley, wouldn’t you also feel that it was the 
congressional] intent when the chairman of the committee stated that 
the increase would be only 10 or 12 employees; that the increase was 
to be limited to 10 or 12 employees? 

Mr. Beastey. That was certainly the intention of the chairman of 
the committee that was in charge of the legislation when it was on 
the floor. 1 certainly recognize that, Congressman Budge, and I do 
not want to appear to take the position that he was completely wrong. 
I think he made it in complete confidence that it had been represented 
to him that this legislation could be adopted and carried out with 
only that small increase. 

I do not know who was responsible for giving the chairman that 
information, but I do not think anyone, considering what is necessary 
to achieve this objective, could contemplate it would require such a 
small number. 

Mr. Bupae. But, on the other hand, I doubt very seriously that 
Congress would have passed the legislative act had they been informed 
it was going to take 117 emplovees at a cost of $1 million. 

Mr. Beasuey. I quite agree with you that it could have had : 
material effect on the thinking of the Members of Congress in passing 
the legislation. That is the difficulty that we are confronted with 
today, as to the understanding of the Congress when they passed 
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the legislation, and our presentation of what is necessary, in our 
opinion, to carry out that legislation. 

I recall when the Taylor Grazing Act passed, it was represented to 
Congress that it would never cost more than $150,000 a year, and 
T think you are quite aware of the amount we are spending today. 
I don’t know how these representations come about, and I think it 
is unfortunate when there is misunderstanding as to the scope of 
the cost as well as the staffing. 

Mr. Buper. Thank you, Mr. Chairman. 

Mr. Kirwan. When I looked at the testimony of the hearing on 
February 13, 1957, before the committee on Merchant Marine “and 
Fisheries, I found that Mr. Gross said: 


I would say, Mr. Leffler, that I was astounded to hear the statement just made 
that this would require an additional appropriation of nearly $1 million, because, 
when the bill went through Congress, some of us who were opposed to it in its 
conception were assured that this would result only in the addition of some 10 
or 12 employees, including the Assistant Secretary and the directors. 

Now, I am sure that the members of this committee, when the bill came before 
Congress, had consulted with you gentlemen in the Department of the Interior 
and Fish and Wildlife Service, or had consulted with people over there who gave 
them that information. I am sure that that was not an idle statement made on 
the floor of the House. 


Now, had they consulted anybody in the Department when they 
passed the bill? 

Mr. Breastey. I am unable to state whether they did or did not. 
Certainly, my office was never consulted. 

Mr. Krrwan. Never consulted. 

Mr. Beastey. And, in my opinion, my office was in a better position 
to advise as to the impact of this legislation on both personnel and 
cost of carrying out the program. 

Mr. Kirwan. I am not condemning the Interior Department. 
Don’t get me wrong. And, especially, | am not condemning vou or 
Mr. Larson. 

I would like to say something off the record. 

(Discussion off the record.) 

Mr. Krrwan. Back on the record. 


TWO SEPARATE PERSONNEL OFFICES 


You are also proposing 2 separate personnel offices in Washington 
at a cost of $62,720 and $67,800. Why can’t the present office, costing 
only $57,300, do the hiring, promoting, and so forth, for both Sport 
and Commercial Fisheries? 

Mr. Breastrey. The answer I gave in the other question epplies 
equally well here. J would like to add this further thought: If vou 
are going to have a director responsible for the successful execution 
of a program in a particular bureau, he must have the facilities at his 
disposal to assist him in both the development of his budget work and 
the selection of his personnel—the appointment, the classification, 
and the training that goes with the requirements for having a sound 
operating organization, 

Mr. Kirwan. But why, then, were all the administrative units 
consolidated in the Office of the Commissioner in the original budget 
estimate? 

Mr. Brastey. That is a very appropriate question to ask, and I 
would answer it in this way: There was quite a bit of disagreement 
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at the time the budget was submitted, but it was felt that that was 
the way it should be presented. Following that presentation, there 
have been discussions on the organization with both the commercial 
fishing industry and people interested in commercial fishing, as well 
as with conservation groups concerned with the affairs of ‘the sport 
fisheries and wildlife. ‘There is almost unanimous agreement that 
the two bureaus should have their own administrative organizations 
and not have an organization over which the head of the bureau would 
have no authority. I think it is very unlikely that vou can have a 
healthful operation if the person responsible for it is going to be sub- 
jected to the actions of persons over whom he has no control. 


OFFICE OF PROGRAM REVIEW 


cost of $121,000, compared with $15,000 now. ‘That is an increase 
of $106,000. I wonder why this is necessary. 

They were doing a good job in the Fish and Wildlife Service 1 year 
ago, and I am not blaming the Interior Department for this new act. 

“Mr. Beasey. I am clad to hear you say that and I agree that the 
Department was doing a good job. Congress was not satisfied and 
passed the new legislation in the belief that there would be some im- 
provement. If we are going to bring about that improvement, it 
must be something different than we had before; otherwise, the act 
is meaningless. 

Mr. Kirwan. [agree with you. Ihave been on this committee for 
14 years and I think the Interior Department has been doing a tremen- 
dous and wonderful job in the handling of Fish and Wildlife. I mean 
that with sincerity. I represent a district that I think is as good 
as any district in the country and there were very few complaints 
that I received concerning the Fish and Wildlife Service. 

I can say after 14 years on this committee and 21 years in Congress 
that I believe they have been doing a good job. I am not pic king at 
the Department or anybody representing the Department. Iam only 
asking the question to get an understanding. We see so much about 
budgets and who is to blame and whether the blame should be up on 
the Hill or down the street. 

Mr. Beastey. Your questions have certainly been directed at 
clarifying the picture on this, and I hope that my answers will serve a 
useful purpose, also. 

Mr. Kirwan. I think it will clarify it 


Mr. Kirwan. I note an Office of Program Review is planned at a 


SEPARATE REGIONAL OFFICES 


Mr. Kirwan. A separate set of regional offices is planned for each 
bureau, including a separate budget, personnel and management 
staffs. Please tell us the present staff and the cost of the regional 
offices, and what it would be for the two separate staffs planned under 
the reorganization. 

Mr. Beastry. The regional offices at the present time have a total 
of 164 people at a cost of $1,113,550 from all funds. 

Part of that is financed from direct appropriations and part from 
what we call indefinite appropriations and permanent appropriations. 
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Under our proposed reorganization, we will have a total of 
positions in the regional offices, at a cost of $1,667,640, an increase of 
66 in the regional offices, as well as an increase in cost of $554,090. 

Mr. Kirwan. Why can’t the present regional staffs continue to 
provide common services to both bureaus, as they have for years? 
For example, the commercial fisheries field stations in California are 
now being paid, issued property, and so forth, by the regional staff 
in Portland, Oreg. 

Mr. Beastsey. There are two answers to that question. One is, 
again, if vou are gomg to have a bureau serviced by bureau facilities, 
vou need to have separate organizations. .But, the more important 
answer to the question is that the regions will not be in the same city 
and one tvould be without any staff whatever. I don’t know of 
single instance where the regional office would be located in the same 
city under our present plans, with the exception of Alaska, and there 
we intend to use one service organization, 


COMPARATIVE COST OF PRESENT AND PROPOSED ADMINISTRATIV} 
SERVICES 


Mr. Kirwan. Please insert in the record a breakdown of present 
administrative positions and money by func lien for W —— and 


each regional office compared with the request for $1,757,000. 
(The information follows :) 


The following tabulation prepared by the staff, Interior Subcommittee, from 
information furnished in estimates or subsequent thereto, shows the present and 
proposed breakdown by functions of administrative positions and money for the 
Office of the Commissioner, the departmental offices of both bureaus, and the 
regional offices of both bureaus: 
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Although the name of the office or branch as shown in the foregoing tabulation 
is indicative of the functions performed, the following information, containing 
additional detail, is submitted: 

Office of the Commissioner.—The Commissioner of Fish and Wildlife is respon- 
sible for the direction and supervision of all of the activities of the Fish and Wild- 
life Service including its two constituent Bureaus, the Bureau of Commercial 
Fisheries, and the Bureau of Sport Fisheries and Wildlife. 

Office of International Relations.—The Office of International Relations advises 
and assists the Commissioner on foreign policy as it affects United States fishing 
and wildlife interests, conducts research on international trade and tariff problems, 
and is responsible for the international reporting program on fish and wildlife 
matters. 

Office of Program Review.—The Office of Program Review advises and assists 
the Commissioner on the review and coordination of the programs and operations 
of the Service and its constituent bureaus to encourage the development of coordi- 
nated plans, the exchange of technical information, the conduct of effective and 
efficient program operations, and the reconciliation of policy and program conflicts. 
This assistance includes matters relating to research, technology, enforcement, 
hatchery operations, and general management activities. Working in collabora- 
tion with the Division of Legislation of the Office of the Solicitor, the Office is 
responsible for the deve lopment of a legislative program for the Service and the 
review of legislative matters. It also prepares or coordinates the review of public 
regulations prepared by or referred to the Service. 

Office of Information.—The Office of Information advises the Commissioner on 
informational matters and exercises staff supervision over the conduet of programs 
to acquaint the general public with the objectives and the accomplishments of the 
Service, to encourage through publications, visual aids, and other means, the con- 
servation of wild birds, mammals, and sport fish, and the use of fishery products 
and to keep conservation, sport fish, and commercial fishing groups abreast of new 
and improved methods and technological advances. 


BUREAU OF SPORT FISHERIES AND WILDLIFE 
De pa tmenta offices 


Office of the Director.—The Director is responsible for the preparation and 
development of program objectives and budgets, the formulation of policy, and 
the direction and supervision of all activities of the Bureau. The Assistant 
Directors share with the Director the responsibility for the supervision and direc- 
tion of the Bureau. In the absence of the Director, the designated Assistant 
Director performs his duties. 

Division of Administration.—The Division of Administration exercises staff 
supervision over all administrative management activities of the Bureau, including 
budget, finance, inspection, internal audit, management analysis, and personnel 
and property management. The Division also provides administrative services 
for the Headquarters Office. 

The Branch of Budget and Finance is responsible for budgetary and finance 
activities, including budget formulation and execution, and accounting and other 
financial management. 

The Branch of Personnel Management is responsible for all phases of personnel 
management. 

The Branch of Property Management is responsible for contracting, purchasing, 
utilization and disposal of personal property, acquisition and disposal of real 
property, and records management. 

The Branch of Management Analysis is responsible for organization and 
procedures analysis, directives management, incentive awards, management 
improvement, and reports and forms control. 


BUREAU OF COMMERCIAL FISHERIES 


Departmental offices: 

Office of the Director—The Director is responsible for the preparation and 
development of program objectives and budgets, the formulation of policy, and 
the direction and supervision of all activities of the Bureau. The Assistant 
Director shares with the Director the responsibility for the supervision and direc- 
tion of the Bureau and, in the absence of the Director, performs his duties. 

Division of Administration—The Division of Administration exercises staff 
supervision over all administrative management activities of the Bureau, including 
budget, finance, inspection, internal audit, management analysis, and personnel 
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and property management: The Division also provides administrative services 
for the Headquarters Office. 

The functions. of the four branches under the Division of Administration are 
yractically the same as set forth for these branches under the Bureau of Sport 
Fishieries and Wildlife. 


Mr. Kirwan. Two hundred thirty-nine thousand dollars is re- 
quested for the last 3 months of this year, based on the annual rate of 
$1,757,000. IT assume no deficiency has been incurred to date and that 
these funds will not be obligated until an appropriation is made for 
the reorganization. 

Mr. Brastey. No deficiency has been incurred in the sense that we 
would be overobligated and overexpended, if Congress does not ap- 
prove this amount. We would be able to effect adjustments that 
would avoid deficiencies and, of course, as this estimate indicates, we 
are not asking for an appropriation of money. We are asking for 
authorization to divert funds that are otherwise available. 


EQUIPMENT 


Mr. Kirwan. Ninety thousand dollars is requested for equipment. 
What does this request provide for? 

Mr. Breastey. Mr. Gardner, you have information on the equip- 
ment. 

Mr. Garpner. One item of equipment, Mr. Chairman, would be a 
bookkeeping machine in each of the regional offices, to be established 
for commercial fisheries. Of course, that is a small item. But, there 
would be other items of furniture and office equipment. 

Mr. Kinwan. Many of them along the same line that vou just 
stated equipment, machines, furniture, everything like that? 

Mr. Garpner. Yes, sir. 

Mr. Kirwan. Please put a breakdown in the record with respect to 
the equipment. 

(The information follows:) 

The estimated expenditure for equipment in the amount of $90,000 is as follows: 

Office of the Commissioner, $10,000.—(This estimate includes office furniture, 
typewriters, adding machines, primarily for the new Office of Program Review 
and the immediate Office of the Commissioner.) 

Bureau of Sport Fisheries and Wildlife, $25,000.—(This estimate includes $10,000 
for office furniture; $9,000 for typewriters, adding machines, calculators, ete., and 
$6,000 for | bookkeeping machine.) 

Bureau of Commercial Fisheries, $55,000.—(This estimate includes $10,000 for 
office furniture; $9,000 for typewriters, adding machines, and calculators; and 
$6,000 for | bookkeeping machine required in the Washington headquarters, and 
$24,000 for 4 bookkeeping machines, $3,000 for typewriters, adding machines, and 
calculators, ete., and $3,000 for office furniture required for the regional offices.) 

Mr. Kirwan. Now, 60 new employees are requested. Have any 
of these entered on duty? 

Mr. Garpner. If | may get up to the table here, Mr. Chairman, | 
have considerable information. There’s one thing, Mr. Chairman, 
that [ should like to make a point of before I attempt to answer your 
last question, if 1 may. 

Mr. Krrwan. Yes; go ahead. 


NEARLY $1,000,000 ADDITIONAL COST 


Mr. Garpner. The total budget for General Administrative 
Services for the Fish and Wildlife Service for the current fiscal year 
is $1,763,350. 
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Of this total budget, $852,500 represents the annual definite ap- 
propriation for “General administrative expenses” to which reference 
is made in the House committee report on the regular bill. 

The balance of $910,850 is raised by assessment against permanent 
appropriations and other funds available to the Fish and Wildlife 
Service. 

The total general administration services for the fiscal year 1958 
for the Office of the Commissioner and the 2 bureaus is $2,752,500. 

Mr. Kirwan. That is an increase of $1 million. 

Mr. GarpDNER. Substantially. 

Mr. Kirwan. Practically $1 million. 

Mr. Garpner. Yes. The annual appropriation proposed for these 
purposes is $1,757,000, and the balance of $995,500 to be raised by 
assessment again from the appropriation and other activities. The 
increase in the total budget for general administrative services is, 
therefore, $989,150, an increase of 56.09 percent when consideration 
is given to all funds. 

Mr. Kirwan. How do you make it 56 percent? 

Mr. Garpner. It is the total budget proposed for 1958 as com- 
pared with the total budget for 1957. 

Mr. Kirwan. Yes. But, nevertheless, you are going to raise it 
nearly $1 million—almost 100 percent in direct appropriation. 

Mr. Garpner. The theory of our annual appropriation for general 
administrative expenses has been that it finances the general adminis- 
trative expense workload incident to the programs financed by the 
annual appropriations. 

Mr. Kirwan. I understand that. 

Mr. Garpner. And the assessment against the permanent appro- 
priations is to provide the money to finance the general administrative 
services incident to the programs financed by the permanent appro- 
priations. 

Mr. Kirwan. But, no matter where you get it from or what you 
call it, it is plus $989,000. 

Mr. Garpner. That is very true. 

Mr. Kirwan. That is more than 56 percent. 

Mr. Garpner. Not when we give consideration to the total budget 
for GAE, including the annual as well as the assessments against the 
permanent appropriations or other available funds. 

Mr. Kirwan. No matter what it is, it is $1,763,000, and now it is 
$989,000 plus. Call it what you want. Your percentage of admin- 
istrative costs to program was 4 percent and now it is 7 percent. 

Mr. Garpner. There is an increase in the percentage of the total 
budget that would be financed by the annual appropriations, that is 
true. That accounts for an increase of 100 percent. 

Mr. Kirwan. The United States Treasury doesn’t care where the 
money comes from or how they get it as long as it gets into the Treasury 

Now, we will get back to the question of the 60 new employees 
requested. How many of these have entered on duty? 

Mr. Garpner. We have currently 52 departmental employees 
that means in the Washington office—currently being paid from the 
general administrative expense appropriation. 

Mr. Kirwan. They had already been there? 

Mr. Garpner. Yes, sir. Those 52 are currently being paid from 
the general administrative expense appropriation. 
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Now, there is an increase proposed of 26 positions for the Bureau 
of Sport Fisheries and Wildlife. That is a total—pardon me, rather 
than an increase—a total of 26 proposed for the Bureau of Sport 
Fisheries and Wildlife, 35 for the Bureau of Commercial Fisheries, 
and 43 for the Office of ihe Commissioner. ‘That accounts for a total 
employment of 104, or an increase of 52 


HIGHER GRADES AND SALARIES PROPOSED 


Mr. Kirwan. How many positions are being reclassified under the 
reorganization and what is the annual cost? 

Mr. Garpner. | could not answer that question now, Mr. Chair- 
man. 

Mr. Kirwan. Could you supply it for the record? 

Mr. Garpner. Yes, si 

(The information ilicwrs: 

Until such time as the reorganization is completed, position descriptions are 
prepared and the incumbents for these positions are assigned or recruited, it will 
not be known precisely how many positions will be reclassified and the costs indi- 
dent thereto. The estimates contemplate that certain positions provided for in 
the reorganization will be classified in higher grades than comparable positions are 


presently classified. This will be necessary to conform with their responsibilities 
and the standards set by the Civil Service Commission. Our best estimate at 
this time is that approximately $26,000 will be required for this purpose. Included 


among such positions will be regional directors, assistant regional directors, and 
certain other division and branch chiefs as well as some other administrative 
positions, 

Mr. Kirwan. What will be the average salary of the new organiza- 
tion compared with the present? 

Mr. Garpner. I think I may have a consolidated personal services 
schedule here. No; 1 am sorry, Mr. Chairman, I do not have that 
firure 

Mr. Kirwan. Submit it for the record, if you will. 

Mr. GarpNner. Yes, sit 

The information follows: ) 

For positions in the Office of the Commissioner the average grade will be 
GS-8.4 and the average salary will be $6,589. 

For administrative positions in the Bureau of Sport Fisheries and Wildlife, the 
average grade will be GS—7 and the average salary will be $5,128 

For administrative positions in the Bureau of Commercial Fisheries, the average 
grade will be GS—7.6 and the average salary will be $5,365 

The average grade and salary currently for administrative positions in the 


Fish and Wildlife Service is GS—6.8 and the average salary is $5,395. iy com- 
parable grade and salary for positions included in the 1958 budget will be GS ae 3 
and the average salary will be $5,380. It will be noted that although thes iverage 
grade will be higher in 1958 the average salary will be lower than it is at the present 
time This reduction in average salary notwithstanding the increase in the grade 


average is due to the faet that practically all positions in the 1958 budget are 
shown at the minimum salary rates for the grades. 


COMPARATIVE COST OF PRESENT AND PROPOSED ADMINISTRATIV!} 
SERVICES 


Mr. Krrwan. Please submit, for the record, a detailed estimate for 
the remainder of 1957 and for 1958, based on only a single administra- 
tive unit in Washington and in each of the regions. 

(Material referred to is as follows: ) 
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Fish and Wildlife Service, general administrative expenses on annual basis 





Present | Revised estimate ! Increase Over 
consolidated | present 
nani penance teers gang aNnn ioonlgt tie 
Posi-| Amount | Posi-| Amount Posi-| Amount 
tions tions tions | 
Office of the Commissioner: 
Office of Commissioner 3 $41, 365 +3] +$41, 365 
Office of International Relations_ - | 3 $29, 200 | 3 31, 000 | +1, 800 
Office of Program Review 2 15, 600 13 121,255 | +11 | +105, 655 
Office of Information 21 150, 600 24 168, 480 +3 +17, 880 
rotal 26 195, 400 43 362, 100 +17 4-166, 700 
Less portion financed from other funds 14 — 108, 600 (14)} = (108, 600 
Direct appropriation 12 86, SOO 43 362, 100 +31 975. 300 
Department ] offices | 
Office of the Director 13 139, 100 10 136, 800 -3 2, 300 
Division of Administration 2 20), 600 3 28, 500 +-] +-7, 900 
Budget and Finance Branch 20 92, 100 24 133, 100 +4 +-41, 000 
Personnel Management Branch 9 57, 300 14 90, 300 +5 +33. 000 
Management Analysis Branch 2 12, 600 7 56, 000 +5 +43, 400 
Property Management Branch 22 132, 700 24 143, 700 +-2 +-11, 000 
Total 68 154, 400 82 588, 400 +14 +134. 000 
Less portion financed from other funds —2 —185, 200 | —41 —296, 760 | (+13) +111, 560 
Direct appropriation 40) 269, 200 41 291, 640 +1 +22, 440 
nal ( tor, listrat ( 
budget 1 ( personne! propert 
: f 
Pacifier j oN 230, 890 28 203, 600 +53. 800 
Southwestern re or 29 . 700 30 °07, YOO om 
iulf and South Atlantie regio o7 106, 400 8 280, 400 L& 73 000 
N th Atlantic region Js 164, 800 23 228, 400 +-F AS. 600 
Great Lake i Central regi 3t 1RZ, OW) 33 224, 500 +-2 +42, 5M 
\ re I 21 152, S50 2% 242, (4M 7 +89, 150 
rot 14 1.1138 ) 189 ! ‘ SIM) » 2 
Less portion financed from other fur ( 617, 950 g 8, 740 13 81, 690 
t appropriation MNS 496, 500 Loo 767. Of 12 70. 560 
Port the i 118 910, 850 130 5, 12 84, 650 
Direct I 140 852, 500 184 0. 800 4 s 4) 
(tr otal 258 17 $5 $14 > 41 $00 t t 
Re ed estimate based on consolidated General Administrative Services, Department and f 
sub tted t Dep rer t of the Interio if iheom! ittee’s request 


Mr. Kirwan. I want to say this again, that in my humble belief, 
the Interior Department and the Fish and Wildlife Service of that 
Department have been doing a very, very good job down through the 
vears that I have been on this committee, and especially the two 
gentlemen on the other side of the table, Mr. Beasley and Mr. Larson. I 
am not blaming anvbody down the street for wanting to change it, and 
I don’t wish to say that they had anything whatsoever to do with this. 

Mr. Norrell, do you have any questions? 

Mr. Norrextyi. Mr. Chairman, | want to adopt what has just been 
said. I am very greatly disturbed about the attitude that the De- 
partment of the Interior is evidently taking about this project. 

As I read the act that created this new organization, and even the 
appropriation request that you are making now, I do not see anything 
to keep you from having a single administrative setup. It doesn’t 
make any difference who does that work. We want commercial 
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fisheries. But you have $852,500 now for administration and you 
want to create an amount here that will double in the years to come. 
That will be far more than we thought commercial fisheries would re- 
quire for administration, don’t you think so? 

Mr. Brasury. Yes, sir. 

Mr. Norrett. How much will administration cost now if we 
create it just like you request it? 

Mr. Breastey. The total administrative cost would be $2.7 752,500, 
of which $1,757,000 is from direct appropriations. 

Mr. GarpNER. May | make a statement, Mr. Chairman, and Mr. 
Norrell? 

Mr. Norre.u. Yes. 

Mr. Kirwan. Yes. 

Mr. Garpner. Although the basis for the revised estimate has 
changed, it is for the precise number of dollars that the initial budget 
included incident to the reorganization. 


COST OF COMMERCIAL FISHERIES IN 1958 


Mr. Norrewu. If you have administrative overhead for the com- 
mercial fisheries set up like you want, what will it cost in the next 
fiscal vear? 

Mr. Brastey. It would be $1,086,350, of which $749,750 would 
be direct appropriations. 

Mr. Norrewu. That is for administrative expenses of commercial 
fisheries for the next fiscal year, if we appropriate the money that 
vou request? 

Mr. Breastey. That is correct. 

Mr. Norrevy. That is pretty steep considering the fact that we 
are not planning to appropriate more than $7,450,000 in direct 
appropriation for the commercial fisheries program, isn’t it? That 
works out about ten percent for administration. 

Mr. BrEaAs.Ley. — sir. 

Mr. NoRRELL. : ant to say, again that I am surprised that the 
Department of the Tntetiot is making this request. They feel they 
can’t operate ie commercial fisheries without a setup like this, and 
I am a little bit surprised to know that that is the attitude that they 
are taking. 

That is all, Mr. Chairman. 

Mr. Kirwan. Mr. Jensen, do you have any questions? 

Mr. Jensen. I want to endorse what Mr. Kirwan and Mr. Norrell 
said about the Fish and Wildlife Service. 

This committee has been very well satisfied with the manner in 
which the Fish and Wildlife Service has functioned over the many 
years that we have been on the committee. And I am sure that every 
member of the committee feels likewise, as well as the gentlemen | 
have just mentioned. 

I am quite sure that had this committee known that the law which 
was passed in 1956 to set up an additional bureau to handle: the 
commercial fisheries end of the department’s business was going to 
cost any such figure as you have just explained, this committee would 
have raised great objections on the floor of the House when the bill 
was presented to the floor. But as Mr. Kirwan has read Congressman 
Gross asked publicly on the floor the question on the extra people 
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that it would take, and the answer was something like 12, that number 
of people possibly could be justified in thisnew bureau. It was a shock 
to this committee, I may say, when we learned what this additional 
bureau was going to cost. And it came as a shock because of the fact 
that we felt the Fish and Wildlife Service had been rendering good 
service with the money we had been appropriating and under the 
organizational setup which you had for many years. 

Now I have the highest regard for all the gentlemen who are here 
from the Fish and Wildlife Service. We have possibly become better 
acquainted with Mr. Beasley and Mr. Larson than we have with 
other members from the Department because of the fact that they 
have sat with us for these many, many years in the hearings, and we 
respect their judgment and we respect the position they take on this 
matter. Mr. Beasley has attempted as best he can to justify this 
request. I know he is sincere in what he does. 

But now, Mr. Beasley, when you talk about bureaus, you know 
there are all kinds of bureaus. There are small bureaus, there are 
medium-sized bureaus, and there are large bureaus, and when you 
speak of a bureau and say that it must be completely manned in 
order to live up to the law as you read it, I think you possibly are 
taking for granted that a bureau must necessarily be manned with an 
awful lot of ipeapes: I don’t feel that way. You can set up a bureau 
with 10 or 2 people and it can still be called a bureau, and you can 
still be w ‘thin the purview of the law. Now, do you agree with that, 
Mr. Beasley ¢ 

Mr. Brasuey. I agree with it absolutely, depending on the size 
and scope of the job to be done. 

Mr. Jensen. All right; now, let us talk about the size and seope 
of the job to be done. 

We have an Assistant Secretary of the Interior in charge of Fish 
and Wildlife Service. That is Mr. Leffler at the present time. He 
is a verv able man who has spe nt his life in _ at field. 

We have as the Acting Commissioner Fish and Wildlife, Mr 
Suomela, who has spent many, many years a his life in this Service, 
and we have the highest regard for him. 

Then we have a new Assistant Commissioner in charge of sport 
fisheries, Me Jansen. The man to be in charge of commercial fish- 
eries hasn’t been named vet, has he, Mr. Suomela? 

Mr. Svuometa. No, Mr. Jensen. That has not come about yet 

Mr. Jensen. Now, there you have the bosses, so to speak, in the 
Department of Interior; Mr. Leffler, Mr. Suomela, the Acting Com- 
missioner, Mr. Jansen, the boss of the sport fisheries, and a man will 
be named to head up the commercial fisheries. 

Now, then, vou have under those men already a large number of 
people to assist in the administration of the Fish and Wildlife Service 

Why isn’t it possible to employ, say, 10, 12, 15 people to look after 
the interests of the commercial fisheries under the guidance of all 
those people I just mentioned, including the Secretary.of the Interior 
and under, to a very great degree you, Mr. Beasley, whom I conside1 
the right arm of the Secretary of the Interior? You have been in 
that Department for many, many vears and you have done wonderful 
work. Now I know you are a busy man, as I am sure the rest of these 
men are that | have mentioned. But nonetheless I question the need 
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to set up a complete reorganization, regional offices, district offices, 
a complete new big bureau and impose another layer of personnel on 
top of or underneath or in between the personnel that is already doing 
a good job for the Fish and Wildlife Service. In these days when we 
are trying to save the taxpayer a dollar here and a dollar there and 
trying to keep the budget in balance, it is — most difficult thing in 
the world, gentlemen, for this committee to say, “O. K., we will give 
it to you,”’ “under those conditions that I bien just outlined. I hope 
you can understand our side of this question. 

Mr. Brasiey. Congressman Jensen, let me assure you that I am 
not very happy about the task that has been assigned to me in com- 
ing before this committee and trying to explain why it was necessary 
for this submission to be before this committee. 

Mr. Jensen. I am sure of that. 

Mr. Beastey. I regret exceedingly that there was not sufficient 
thought given to the consequence of this legislation before it was 
enacted. In my opinion, in order to limit the increase to ae was 


re presented as the additional cost of this legislation would leave an 
organization without sufficient strength to accomplish what is neces- 
sary. I fully agree with you that in some of these areas we ought to 


be careful not to put on any more people than is necessary to get the 
job done. Whether 10 or 12 is a sufficient number to do the job | 
wouldn’t want to admit at this time. 

Mr. Jensen. May we be off the record, Mr. Chairman? 

Mr. Kirwan. Yes. Off the record. 

(Discussion off the record.) 

Mr. Kirwan. Back on the record. Mr. Jensen? 

Mr. Jensen. Gentlemen, I am simply trying to rationalize this 
thing so that we can come to some conclusion as to what position this 
committee should take. Mr. Kirwan, the chairman, has asked you a 
lot of questions and I think he has gotten down to the nub of the 
problem very well. I think that is all, Mr. Chairman. 

Mr. Kirwan. Dr. Fenton? 

Mr. Fenton. Assuming that you need separate organizations for 
these 2 new bureaus under the heading of the Office of the Commis- 
sioner, there are 3 new positions under the Office of the Commissioner. 
Just what are those positions? 

Mr. Beastey. That is the position of the Commissioner, an execu- 
tive assistant to the Commissioner, and a secretary. 

Mr. Fenton. In the Office of International Relations, there is no 
addition there, no new positions. 

Mr. Breastey. There are three positions there and those positions 
are already in existence and there will be no additional positions 
added. 

Mr. Fenton. Then we come to the Office of Program Review, pres- 
ently two positions. I take it that they are reviewing presently the 
sportsman and commercial phases of the work; is that right? 

Mr. Breastey. Yes, sir, to the extent that they are able to. 

Mr. Fenron. Now you are asking for 13 positions, or an increase 
of 11 to that. 

Mr. Breastey. Yes, sir, and I might sav if there has been one area 
in the previous Fish and Wildlife Service that had inadequate at- 
tention it was in the area of program development and _ review. 
Many of our problems have been the inability to keep pace with land 
development that would influence or affect fish and wildlife resources. 
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Mr. Fenton. The reason I asked is that I was wondering why such 
| large increase is necessary. ‘Two men are doing the work now and 
vou are requesting an increase of 11. 

Mr. Breastey. I would say that there have been more than two 
on it previously, but the work has been spread around and into so 
many different areas and not under one direction that it has been very 
ineffective or certainly not as effective as we would like to see it. 
believe this is the one area in which the new legislation justifies the 
greatest attention, Dr. Fenton. I think this is really the heart of the 
objective of the new legislation. 

Mr. Fenton. Couldn’t the Office of Information, which is pres- 
ently manned by 21 people, do without the addition of 3? Couldn’t 
that extra work be divided up among present staff of the bureaus? 

Mr. Brastey. Here the purpose is to try to avoid duplicating staffs 
in the 2 bureaus and we thought that certainly in the field of informa- 
tion and public relations that we could have 1 single office servicing 
the entire area of Fish and Wildlife Service, including the 2 separate 
bureaus. 

Mr. Fenron. That is still in the one office? 

Mr. Brastry. Yes, sir 

\ir. Fenron. Has there been any laxity or charge of laxity in the 
office of information from the public? 

Mr. Brastrey. We feel that there has been a failure to keep the 
public properly advised with respect to some of the programs of the 
Fish and Wildlife Service. As you know in the last few years there 
has been considerable public attention and criticism and complaint 
directed to the Fish and Wildlife programs. I believe that some of 
that could have been avoided had we had a more effective informa- 
tional program. In fact, I believe this legislation would never have 
come about had there been a better public understanding of what 
was being done. 


REGIONAL OFFICES 


Mr. Fenron. How many regional offices do you have now? 
\Ir. Beastey. In the Fish and Wilk oo Service we have 5 regional 
offices in the United States and 1 in Alaska, a total of 6. 
Mir. Fenton. You are now coing to make that 11? 
Mr. Beastey. Yes, sir. 
Mr. Fenton. Eleven regional offices, with one in Alaska 
Ir. Beasuey. It would be 11. There would be 5 in the Bureau of 
Commercial Fisheries and 6 in the Bureau of Sport Fisheries and 
Vildlife, a total of 11. 
\ir. Fenron. How does that come about? 
Mr. Breastey. You mean as to why there is a difference in number? 
Mr. Fenton. Yes 
Mr. Beastey. The areas in which vou have the two responsibilities 
don't necessarily coincide. At the present time we have a regional 
ne ein Boston, _— Under this setup we would still have an office 
| Boston, Mass., serving the Bureau of Sport Fisheries and Wildlife, 
und one somewhere else in New England servine commercial fishing. 
That is a consequence of this legislation. If it contemplated that the 
same regional office could serve both purposes, I see little justification 
in the lecislation, 
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Mr. Fenron. I would like to have inserted in the record just where 
the new regional offices will be. 

Mr. Brastey. We will be glad to insert that in the record, Con- 
gressman Fenton. 

(The information requested follows:) 


Although no definite determination has yet been made as to the precise location, 


the probabilities are that the new regional offices proposed for the different 
geographical areas would be as follows: 
Area and location of office: 
Pacific region, Seattle, Wash. 
Gulf and South Atlantie region, New Orleans, La. 
Great Lakes and Central region, Ann Arbor, Mich 
North Atlantie region, Boston or Gloucester, Mass. 
The plan is that the present regional office at Juneau, Alaska, would prov 
administrative services for both Bureaus in that area. 


de 


Mr. Kirwan. Are there any more questions on this? If not, we 
will go on to another item. 


OFFICE OF THE SECRETARY 
WEDNESDAY, Marcu 20, 1957 
WITNESSES 


D. OTIS BEASLEY, ADMINISTRATIVE ASSISTANT SECRETARY 
SIDNEY D. LARSON, DIRECTOR, DIVISION OF BUDGET AND FINANCE 


DALE L. ROTHROCK, CHIEF, FISCAL SECTION 


SALARIES AND EXPENSES, OFFICE OF THE SECRETARY OF THE INTERIOR 


Program and financing 





Presently Revised Ditferet 
lab stima 
PE M I \ I 
1. Departmental directic $203, 724 $300, Y24 $ 
2. Program directior mn 34 38 R01 FR 
3 Administrative man ment I r 1. O97. BOF 1, 098, 8 24 
4. Genel ‘ € i}, 2RE }, 2S 
I »blig 2 222, OOK 2 207 7 
FINAN( 
A} 2, 222, OO 2, 222, OO 
Transfer ilaries and expenses, Office of Oi! and 
(as laries and expenses, Office of the Solicitor,’ 
“Salaries and expense Office of Minerals Mobilization” 700 








Obligations by objects 


Object classification Presently Revised Difference 
available estimate 
Total number of permanent positions 301 310 +9 
Full-time equivalent of all other positions 2 2 : 
Average number of all employees 276 283 +7 
Number of employees at end of year 285 292 +7 
01 Personal services 
Permanent positions $1, 939, 383 $1, 997, 783 +$58, 400 
Positions other than permanent . 20, 000 23, 000 +3, 000 
Payment above basic rates 8, 000 8, 000 
Total personal services 1, 967, 383 2, 028, 783 +61, 400 
02 Travel ; 100, 137 104, 137 +-4, 000 
03 Transportation of things 300 300 
4 Communication services : 1, 051 +1, 351 +300 
05 Rents and utility services 900 900 
Printing and reproduction 56, 160 57, 160 +-1, 000 
Other contractual services 18, 135 18, 635 +500 
Services performed by other agencies 25, 000 25, 000 
0&8 Supplies and materials 15, 604 16, 104 +500 
09 Equipment 5, 900 13, 900 +8 000 
Refunds, awards and indemnitie :00 300 
raxes and assessment 1, 130 1, 130 
Total obligations 2, 222, 000 2, 297, 700 +-75, 700 
Ave rage salary and grade 
j 
1956 actual | 1957 estimate | 1957 estimate 
(revised 
reneral schedule grades 
Average salary $6, 852 $6, 934 $6, G28 
Average grade ; GS-8.8 GS-8.9 GS8-8.9 


EXECUTIVE PAY COSTS AND OFFICE OF ASSISTANT SECRETARY FOR FISH 
AND WILDLIFE 


Mir. Kirwan. We will now turn to the Office of the Secretary. 
$75,700 is requested by transfer to cover executive pay costs and 
expenses of the new Office of the Assistant Secretary for Fish and 
Wildlife. 

We will insert the item on page 26 of the House Document 115 and 
the justifications. 


P. 26 of H. Doc. 115 and the justifications are as follows: ) 


‘“ADMINISTRATION, DEPARTMENT OF THE INTERIOR 
‘SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $75,700, to be de rived by 
lransfer from the appropriations for the fiscal year 195? for ‘Office of Oil and Gas’, 
‘Office of the Solicitor’, and ‘Office of Minerals Mobilization’.”’ 

This estimate includes $23,400 to cover the cost of salary increases pursuant to 
the Federal Executive Pay Act of 1956, and $52,300 to cover the salaries and ex- 
penses of-the Office of the Assistant Secretary for Fish-and Wildlife established 
pursuant to the Fish and Wildlife Act of 1956, approved August 8, 1956. 








(H. Doe. 115) 
ADMINISTRATION, DEPARTMENT OF THE INTERIOR 


Nalaries and €X PENSES, Office of the Secretary 


Appropriation to date $2, 222, VUO 
Obligations to Feb. 28 1, 467, 332 
Expenditures to Feb. 28 1, 320, 881 
Budget estimate next fiscal year 2, 568, 000 
Request (for 12 months from July 1 75, 700 


Employment: 


\verage number, current appropriation 276 
Number involved, this estimate 7 
Actual employment, February 266 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To finance increased pay costs authorized by the Executive Pay Act, approved 
July 31, 1956, and expenses of the Office of Assistant Secretary for Fish and Wild- 
life established within the Department of the Interior pursuant to the provisions 
of the Fish and Wildlife Act of 1956. 

As the budget estimate for the current year was submitted prior to the enact 
ment of the legislation cited above, provision was not made for the expenses 
covered by this estimate. 


JUSTIFICATION 


The Department is requesting a supplemental appropriation for the fiscal year 
1957 in the amount of $52,300 to cover the salaries and expenses of the Assistant 
Secretary for Fish and Wildlife and the staff attached to his office in accordance: 
with provisions of the Fish and Wildlife Act of 1956. This act provides und 
section 3 (a) as follows: 

“There is hereby established within the Department of the Interior the pos 
tion of Assistant Secretary for Fish and Wildlife, and the position of Commissione 
of Fish and Wildlife. Such Assistant Secretary shall be appointed by the Presi- 
dent, by and with the advice and consent of the Senate, and shall be compensated 
at the same rate as other Assistant Secretaries. The Commissioner shall be 
appointed by the President by and with the advice and consent of the Senate 
He shall réceive compensation at the same rate as that provided for grade GS 
18. * * ? 

As the act was not approved until August 8, 1956, it was not possible to submit 
a& supplemental estimate for consideration prior to adjournment of Congress 
The act provides that the reorganization of the Fish and Wildlife Service shall 
be effective within 90 days following approval of the act. In accordance with 
these provisions, the organization established provides for an Assistant Secretary 
for Fish and Wildlife to be on a level with and perform functions parallel to thos« 
of the other program Assistant Secretaries. The supporting staff is being limited 
to a few executive assistant and secretarial type positions comparable to thos« 
for other secretarial officers. 

The estimate of $52,300 provides for the salaries and expenses of the Assista 
Secretary and his staff for one-half of the year and is detailed as follows: 


Assistant Secretary - - : ee ; $20, 000 


GS-16 special assistant _- ete Saint Boss . 12, 900 
GS-14 staff specialist eibaso : : 10, 320 
Do ‘ r veh Ss - 10, 320 
GS-9 administrative assistant = : 4 ‘ >, 440 
GS-7 secretary-stenographer f ts’: Sec iepede beaten 4, 525 
GS-5 secretary-stenographer penn betel 3, 670 
Do Bs 3, 670 
GS-1 messenger - - 2, 690 
Total permanent - - - - 73, 535 
Deduct lapses ; ; 38, 535 
Net permanent _- 35. 000 


Intermittent employment (consultants 3, VOU 








Ol Personal services ae ' $38, 000 
02 Travel a $, OOO 
04 Communication services 300 
06 Printing and reproduction 1, 000 
07 Other contractual services 500 
08 Supplies and materials - 500 
09 Equipment -_- . afi 8, 000 

Total obligations : - 52, 300 


The Executive Pay Act approved July 31, 1956, increased the salaries of secre- 
tarial and certain other officers of:the Office of the Secretary resulting in additional 
costs that had not been foreseen, and this was not provided for in the 1957 appro- 
priation. Therefore it is necessary to request a supplemental appropriation in the 
amount of $23,400 to cover these costs. 

The funds required by these estimates however, are to be derived by transfer 
from unobligated balances of certain appropriations available to the Department 

Mr. Kirwan. Do you have a statement Mr. Beasley? 

Mr. Beasuey. Yes, sir, Mr. Chairman. The Department is re- 
questing $75,700 for the Office of the Secretary for 2 purposes. 

One is to cover the increased costs for the fiscal vear 1957 as a result 
of legislation passed affecting the Fish and Wildlife Service. 

The second reason is the executive pay bill which increased the 
salaries of certain officials of the Department. 


ASSISTANT SECRETARY FOR FISH AND WILDLIFE 


The Assistant Secretary for Fish and Wildlife which is financed 
under this appropriation was appointed early in January and nie Office 
has been in the process of being staffed since that time. The amount 
for this is $52,300. The remainder of the estimate in the amount of 

23,400 is to cover the increase in salaries under the executive pay act 
approved July 31, 1956. 

Mr. Krrwan. How much of the request has been spent to date? 

Mr. Beastey. Under the Fish and Wildlife Service to date the 
obligations through March 16 have been $15,080. 

Mr. Kirwan. What has the money been spent for? 

Mr. Beastey. It has been spent for the salaries of the Assistant 
Secretary, Special Assistant to the Assistant Secretary, Administrative 
Assistant, two Secretaries, and a clerk. In addition we have had a 
large expenditure for equipping the offices of the new Assistant Secre- 
tary. Inasmuch as that is an executive type office, the cost of equip- 
ment is more than other types of office equipment. 

We have spent $7,434 on equipment. 


EXECUTIVE PAY INCREASES 


Mr. Kirwan. Please provide for the record a breakdown by posi- 
tions of the $23,400 requested for executive pay increases. 
(The information follows:) 


Statement of increases under the Executive Pay Act in the O ffi ¢ of the Necreta 
secretary $2, 500 
Under Secretary 3, 500 
3 Assistant Secretaries, $5,000 each 15, 000 
Administrative Assistant Secretary 1, 200 
Special assistant to the Secretary, GS-18 1, 200 


Total 23, 400 
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COSTS TO BE ABSORBED BY TRANSFER 


Mr. Kirwan. This amount will be provided through transfer from 
what appropriations? 

Mr. Breastey. From the Office of Oil and Gas, Minerals Mobiliza- 
tion and the Solicitor’s Office. 


OBLIGATIONS 


Mr. Kirwan. Please provide for the record a monthly breakdown 
of the obligations being incurred under this item. 

Mr. Brastey. I| will be glad to insert that. 

(The information follows:) 


Office of the Secretary, obligations by months for Office of Assistant Secretary for Fish 
and Wildlife and executive pay increase 


Office of As- 


sistant Sec- Executive Total 
retary for | pay increase 
Fish and 
W ildlife 
July $1, 924. 38 $1, 924. 38 
August 1, 614. 86 1, 614. 86 
Septem ber 1, 431. 40 1, 431. 40 
October 1, 672. 55 1, 672 
November 1, 976. 78 1, 976. 78 
December 1, 896. 41 1, 896. 41 
January $9, 563. 28 1, 801. 41 11, 364. 69 
February 2, 975. 72 1, 546. 80 4, §22. 52 
March 5, 421. 00 1, 556. 02 6, 977. 02 
4 pril 8, 500. 00 1, 976. 78 10, 476. 78 
ay 8, S00. 00 2, 057. 17 10, 857. 17 
June 9, 000. 00 1, 816. 02 10, 816. 02 
Total , 1 44, 260. 00 2 21, 270. 58 65, 530. 58 


Obligations for the Office of the Assistant Secretary for Fish and Wildlife have not been as much as 
stimated at the time of preparing the estimate because the staffing has not proceeded as fast as anticipated 


Che cost of the executive pay increase has been less than the original estimate because of vacancies during 
the year. 


Mr. Kirwan. Thank you very much, gentlemen. 
Mr. Brastey. Thank you, Mr. Chairman and members of the 
committee. 
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BureAvU OF INDIAN AFFAIRS 
WeEpDNEsDAY, Marcu 20, 1957. 


WITNESSES 


WILBUR P. KANE, CHIEF, BRANCH OF BUDGET AND FINANCE 
EVAN L. FLORY, CHIEF, BRANCH OF LAND OPERATIONS 


ReEsourRcES MANAGEMENT, BuREAU OF INDIAN AFFAIRS 


Proaram and finance ing 


Presently Revised Ditt 


estimate 


PROGRAM BY ACTIVITIES 
Forest and range land $2, 680, O00 $2, 680, OOO 
2. Fire suppression 140, 004 140, 000 
Avricultural and industrial assistanes 1. 504, 671 1. 504, 671 
4. Soil and moisture conservation +. 184, 000 +. 184.000 | 
5. Operation, repair, and maintenance of Indian irrigation 
Systems 811, 320 944, 329 113 
6. Development of Indian arts and craft LO8, OOO 108, 000 
7. Management of Indian trust property 3. 190, 000 3. 190, 000 
S. Repair and maintenance of buildings and utilities 3, 630, 000 3. 639, 000 
4, Weed contro] 202, O00 202, 000 
I¢ obli ons 16, 450, 000 16, 583, OOO | li 
FIN AN( 
Appropriation 16, 450, 00 16, 450, OO eee 
rransfer from ‘“‘Education and wWelfat ervices, Bureau of | 
Indian Affair 


133, 000 j 
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Obligations by objects 
Object classification Presently Revised Difference 
available estimate 


BUREAU OF INDIAN AFFAIRS 








Total number of permanent positions 1, 964 1, 964 
Full-time equivalent of all other positions 181 181 
Average number of all employees 2, 018 2,018 
Number of employees at end of year-- 2, 450 2, 450 
01 Personal services: 
Permanent positions $8, 669, 160 $8, 669, 160 
Positions other than permanent 706, 648 706, 648 
Payment above basic rates 70, 565 70, 565 
Total personal services 9, 446, 373 9, 446, 373 
02 Travel 533, 883 533, 883 
03 Transportation of things 137, 872 137, 872 
04 Communication services 110, 821 110, 821 
05 Rents ind utility services 545 165, 545 
06 Printing and reproduction 5 39, 355 
07 Other contractual services 4 1, 1, 627, 969 +-133, 000 
Services performed by other agencies 209, 150 , 150 
O& Supplies and materials 2, , 140 2, 253, 140 
09 Equipment 721, 638 , 638 
10 Lands and structures , 000 
11 (rants, subsidies, and contributions 635 
13 Refunds, awards, and indemnities_ . 325 
15 Taxes and assessments 136 
16 Investments and loans 975 
Subtotal 16, 619, 817 16, 752, 817 +-133, 000 
Deduct charges for quarters and subsistence 184, 817 184, 817 
Total, Bureau of Indian Affairs 16, 435, 000 16, 568, 000 +133, 000 
ALLOCATION TO GEOLOGICAL SURVEY 
07 Other contractual services : 15, 000 15, 000 
Tota] obligations 16, 450, 000 16, 583, 000 +-133, 000 


GILA RIVER INDIAN RESERVATION, SAN CARLOS PROJECT, ARIZONA 


Mr. Kirwan. We will now take up the request of the Bureau of 
Indian Affairs. 

Will vou please proceed, Mr. Kane. 

Mr. Kane. My name is Wilbur Kane, Chief of the Branch of 
Budget and Finance, Bureau of Indian Affairs. The Commissioner 
asked me to express his regrets at his inability to appear this morning. 
The Senate Committee on Appropriations is holding hearings at the 
same time on the 1958 appropriations bill. I have a very short state- 
ment which I would like to insert on behalf of the Commissioner, Mr. 
Glenn L. Emmons. 

Mr. Kirwan. That will be inserted into the record at this point. 

The statement referred to follows:) 


STATEMENT BY COMMISSIONER OF INDIAN AFFAIRS, GLENN L. Emmons, BEFORE 
4 SUBCOMMITTEE OF THE HouskE CoMMITTEE ON APPROPRIATIONS 


Mr. Chairman and members of the committee, I am here to go over with 
you the need for $133,000 to assist the Indians of the Gila River Reservation in 
meeting their share of the costs for operation and maintenance of irrigation works 
of the San Carlos project, Arizona. 

The extreme drought conditions in the Southwest which have continued during 
the last vear has brought about crop failures on the San Carlos project and as a 
result, the Pima Indians will be unable to meet their share of the operation and 
maintenance assessment payments. The amount requested will provide funds 
for the payment of the current fiscal year assessments. 
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It will be possible to meet these charges from funds already appropriated to 
the oe yh au. The proposal before you provides for the transfer of $133,000 from 
the “‘Education and welfare services’ appropriation. 


Mr. Kirwan. You are asking for $133,000 to be absorbed by trans- 
fer to pay irigation operation and maintenance assessments on the 
San Carlos project. We will insert the item on page 25 of House 
Document 115 and the justifications in the record. 

(P. 25 of House Document 115 and the justifications follow:) 


“BuREAU OF INDIAN AFFAIRS 
“RESOURCES MANAGEMENT 


For an additional amount for ‘Resources management’, for emergency operation 
and maintenance of the San Carlos irrigation project on a nonreimbursable basis, 
$133,000, to be derived by transfer from the ap propriation . for ‘Education and welfare 
services’, Bureau of Indian Affairs, fiscal year 1957. 

Since 1951, the Gila River Pima-Maricopa Tribe of Indians have been paying 
innual operation and maintenance assessments on certain portions of the San 
Carlos irrigation project. These payments have been made primarily from the 
income of the tribe’s community farming enterprise. Funds for this purpose 
were included in the tribe’s 1957 budget but the drought conditions prevalent in 
the Southwest have caused a crop failure and the community farming enterprise 
is unable to meet the assessment costs. This proposed transfer will permit the 
Federal Government to assume the assessment charges for the current fiscal vear. 


BureEAU OF INDIAN AFFAIRS 
Resources Management, Bureau of Indian A ffairs 


\ppropriation to date $16, 450, OOO 


Obligations to Jan. 31, 1957 9, 098, 923 
Expenditures to Jan. 31, 1957 6, 863, 076 
Budget estimate next fiseal vear 17, 200, 000 
Request 


133, 000 


kmplovment: 


(Average number, current appropriation 2, 018 
Number involved this estimate 0 
\ctual employment Dee. 31, 1956 1, 980 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The need for the supple es ntal appropriation has been occasioned by the need 
to assist the Indians of the Gila River Indian Reservation in the payment of their 
irrigation operation and maintenance assessments for the operation of the Indian 
ind joint works portions of the San Carlos project for the current fiscal vear. 


JUSTIFICATION 


Operation, repair, and maintenance of Indian irrigation systems, $133,000 

This estimate of $133,000 is requested to provide funds to assist the Indians 
of the Gila River Indian Reservation in the payment of their irrigation operation 
and maintenance assessments for the operation of the Indian and joint-work 
portions of the San Carlos project for the current fiscal vear. 

Since 1951 the Gila River Pima-Maricopa Community Council has assumed the 
a for paying the irrigation operation and maintenance assessments 
covering both Indian works and joint works of the San Carlos irrigation project. 
These payments were made principally from funds accruing to the tribe through 
the. operation of its community farm enterprise. 

Funds were budgeted in the 1957 tribal budget for the payment of the assess- 
ment charges. However, the — which prevailed over the entire State, 
including the Gila River Valley, caused a general crop failure. As a result, t 
community farming enterprise A Drea meet the assessment costs. 

The sum requested will provide funds for the payment of the assessment charges 
for the current fiscal year. 

The estimate includes language which would provide that the amount appro- 
priated for these operation and maintenance expenses would be nonreimbursable. 


he 
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TRIBAL FUNDS INADEQUATE DUE TO DROUGHT 


Mr. Krrwan. What funds have been available to the tribal council 
this vear? 

Mr. Kane. Mr. Chairman, the payment made by the Indians for 
operation and maintenance expenses comes from the operation of a 
tribal community farm. Since 1943 the Indians have been able to 
meet their operation and maintenance costs, but because of the ex- 
tended drought in the area revenues accruing to the Indians from the 
operation of the tribal farm have not been enough to meet irrigation 
maintenance and operation cosis this vear. There has been almost 
a complete failure of crops, including cotton, the principal money crop 
The crop failure is the reason that the Bureau is asking for direct 
Federal appropriation to assist the Indians. 

Incidentally, sir, | might call to vour attention that this will not 
require an appropriation of additional funds but will be provided by 
transfer from moneys already available. 


TRIBE PAYING PORTION OF COSTS 


Mr. Kirwan. Does the $133,000 represent the total assessment o! 
the tribe, or are they paving a portion of the cost? 

Mr. Kang. Mav I refer that to Mr. Flory? 

Mr. Fiory. The total assessment to the tribe is $158.712. The 
tribe was able to pay the difference which is $25,712. 

Mr. Krrwan. They are able to pay it? 

Mr. Fiory. Yes, sir. 

Mr. Krrwan. Is the San Carlos Irrigation and Drainage District 
meeting its assessment on non-Indian lands? 


Mr. Fiuory. Yes, sir. 


COST TO BE MET BY TRANSFER OF FUNDS 


Mr. Kirwan. Why are these funds being transferred from ‘‘Edu- 
cation and welfare services” instead of being absorbed in this item for 
“Resources management’ which has an appropriation of $16,450,000? 

Mr. Kane. Mr. Chairman, we made a thorough examination of 
our ‘Resources management” appropriation, and we find that we 
will not have funds there. But we do find that under ‘Education 
and welfare services’ this money can be made available. 

Mr. Kirwan. You are sure vou are not going to harm the edu- 
cation or welfare program or any portion of it? 

Mr. Kane. This is coming from our relocation services activits 
under “Education and welfare.’ If vou will recall, Mr. Chairman, 
this committee granted a substantial increase in the relocation pro- 
gram. We are having some lag in that program and the savings are 
coming about mainly through the grant part. 

When we assist in relocating Indians into industrial cities the great- 
est expense of the program is giving them grants to help them get 
started, getting housing for them and things of that nature. It will 
not adversely affect that program. 

Mr. Jensen. We have the Gila River irrigation project in this area. 
Do the Indians operate any farms in that irrigation district? 

Mr. Kane. Mr. Jensen, may I ask Mr. Flory to answer that ques- 
tion? He has been to the project recently. 
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Mr. JENSEN. Yes. 

Mr. Frory. There are very small farms, 10 acres mostly, and there 
are about 10,000 acres of subsistence farms operated by the Indians 
themselves. The operations are not large enough for them to be able 
to pay the operation and maintenance charge. 

Mr. JENSEN, The operation and maintenance charges on the irriga- 
tion project? 

Mr. Frory. That is right. So this tribal operation through which 
the tribe operates the remainder of this project has been carried on 
in such a way that from the profits made on that enterprise since 
1943 the Indians have paid operation and maintenance charges for 
the whole project. 

\Ir. Jensen. How does the drought affect Indians that are on 
irrigated land? 

Mir. Flory. Well, at the present time we have in the reservoir for 
this project enough water for 1 week. That is ail we have in the 
1 Carlos Reservoir. The remainder has had to be pumped and it 
has had to be pumped since—well, the reservoir fill had a pretty 
vood inflow in 1941. There was gravity water in the reservoir to 
provide water largely for the irrigation of the land and power was 
venerated when that water was released. 


Since that time the water has been getting lower and lower. bins 
pumps have had to operate and pumping costs have increased each 
vear. They put their cotton out last year but were not able to aad 


water to mature it, 

Mr. Jensen. That is what I am trying to find out. IT thank vou 
for the explanation. So you can have a drought in an area that has 
irrigation, a drought just about as severe as vou can have in an area 
where vou don’t have the irrigation. 

Mr. Frory. That is true. 

\ir. Jensen. If vou don’t have water in the reservoir you can’t 
put water on the land. 

Mr. Frory. And they are also exhausting their subsurface water 
where it is getting almost past the point of economic return. 

Mr. Kirwan. Thank vou verv much, gentlemen. 
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SALARIES AND ExprENses, NATIONAL GALLERY OF ART 


WeEDNEsDAY, Marcu 20, 1957 


WITNESSES 


ERNEST R. FEIDLER, ADMINISTRATOR 

GEORGE T. HECKERT, ASSISTANT ADMINISTRATOR 
E. JAMES ADAMS, ASSISTANT SECRETARY 

LLOYD D. HAYES, BUDGET ANALYST 


SALARIES AND EXPENSES, NATIONAL GALLERY OF ART 


Program and financing 


Presently Revised 
available, estimate, Ditferen 
1957 1957 
PROGRAM RY ACTIVITIES 
1. Acquisition, care, and exhibition of art objects $219, 500 $219, 500 
2. Office of the secretary, treasurer and general counsel 67, 800 67, 800 
3. General administration: 
(a) General services 204, 100 201, 700 $2, 400 
(6) Maintenance and operation of building and grounds 575, 100 614, 600 +39, 500 
(c) Protection of works of art, building and grounds 438, 500 431, 400 7, 100 
Total obligations 1, 505, 000 1, 535, 000 L230. OOO 
FINANCING 
A ppropriation 1, 505, 000 1, 535, 000 +20). OOU 


Object classification 











Presently Revised Difference 
available estimate 
1957 1957 
Total number of permanent positions 325 325 
Full-time equivalent of all other positions 5 5 
Average number of all employees 319 316 ; 
Number of employees at end of year 335 333 2 
01 Personal services 
Permanent positions $1, 255, 650 $1. 249. 950 $35. TU 
Positions other than permanent 16, 000 17, 000 ~1 O00 
Reg pay above 52-week base 
Pay nt above basic rates 20, 850 25, 450 +4, 600 
Total personal services 1, 292, 500 1, 292. 490 1 
02 Travel 2, 400 1) 
03 Transportation of things 600 ) iM 
04 Communication services 11, 000 11, 200 +200 
05 Rents and utility service 
Electric current 77, 500) 85, 390 8 
Steam 47,000 65, 000 ~18, 00 
06 Printing and reproduction 8, 490 6, 000 2 40 
07 Other contractual services 22, 875 22, 875 
Services performed by other agencies 1, 100 1, 100 
08 Supplies and materials 30, 625 31, 925 +1, 300 
09 Equipment 1, 500 1, 500 
10 Lands and structures 8, 000 13, 500 Ls By 
13 Refunds, awards, and indemnities_. 500 5M) 
15 Taxes and assessments 1, 000 800 mM 
Total obligations 1, 505, 000 1, 535, 000 30, OO 


INCREASED WAGE, ELECTRICITY, AND STEAM COSTS 


Mr. Kirwan. We now have the National Gallery of Art. Mi 
Feidler, do you have a statement? 
Mr. Fermpier. Yes; Mr. Chairman. 
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Mr. Kirwan. Please proceed. 

Mr. Femuer. Mr. Chairman, the National Gallery of Art requests 
a supplemental appropriation for the current fiscal year in the amount 
of $30,000. 

The increased costs which make this request necessary cover items 
over which the trustees and officers of the Gallery have no control. 
These items are three in number. First, there is the item of wage 
increases to Wage Board employees to which they are entitled under 
the wage survey reported last November. This will cost the Gallery 
an additional $8,200 in the present fiscal year. The second item is 
$7,800 to cover the increased cost of electric current resulting from 
rate increases by Potomac Electric Power Co. ‘Third and finally, the 
costs of steam for heating the Gallery have increased. The estimate 
for the amount included in the 1957 appropriation was prepared by 
General Services Administration, inasmuch as the Gallery has no 
means of determining or controlling costs for this item. The General 
Services Administration estimate proved $18,000 too low. You will 
recall that, until the current fiscal year, funds for heating the Gallery 
building as other Government buildings have been included in the 
appropriation for the General Services Administration, 


not in the 
Gallery's appropriation. 


INCREASED COSTS TOTALING $16,600 ABSORBED 


The 3 items I have mentioned total $34,000. However, the officers 
of the Gallery believe that it is possible to absorb $4,000 of these in- 
creased operating costs. 

In addition the Gallery officers feel that they can absorb other addi- 
tional increased costs in this fiscal year in the amount of $12,600 for a 
total absorption of $16,600. 

The Gallery is unable to absorb the additional $30,000 covered by 
this request without endangering the works of art by reducing pro- 
tective standards or by reducing the level of maintenance of the 
Gallery building. Either alternative is, I believe, most undesirable, for 
I am convinced that many of the magnificent gifts received in the past 
resulted from the standards of maintenance of the Gallery 
protection given to the works of art. 

Mr. Kirwan. We will insert in the record the 
House Document No. 115 and the justification. 

(P. 13 of H. Doc. 115 and the justification are as follows:) 


and the 


item on page 13 of 


SMITHSONIAN INSTITUTION 
SALARIES AND EXPENSES, NATIONAL GALLERY OF ART 


“For an additional amount for ‘Salaries and expenses, National Gallery of Art’, 
$30,000.” 

This proposed supplemental appropriation is to cover increased costs for st 
and electricity and wage-board pay increases authorized for certain positions. 


NATIONAL GALLERY OF ART, 
March 15, 1957. 
Memorandum in explanation of the request for a supplemental appropriation: 
There is attached a tabulation in justification of a supplemental appropriation, 
applicable green sheets, and a supplementary statement ‘Obligations, fiscal year 
1957,’’ which might be helpful in understanding the problems confronting the 
gallery. Also there is attached a copy of letter of February 14, 1957, from the 
General Services Administration giving its revised estimate for the cost of steam 
used to heat the gallery building during the current fiscal year. This is the first 
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vear that the gallery has been required to include in its budget the estimate of 
GSA covering this item. 

For reasons well understood, the gallery is endeavoring to maintain its estab- 
lished level of operation with an average of 15 of its 325 authorized positions 
remaining unfilled for the full year. The withholding of appointments to any 
additional positions that might become vacant during the remainder of the 
current year—and few, if any, are anticipated—would meet only a small portion 
of the unforeseen additional costs of steam, electricity, and wage-board salary 
inereases, items over which the gallery had no direct control. 

With respect to the 1957 estimates as shown in the 1958 budget document the 
gallery is already absorbing increases totaling $16,600. 

The gallery operates on a very close budget, and we believe under a well- 
managed financial program. Under the circumstances cited above, the gallery 
could do no other than to present its financial situation to the Bureau of the 
Budget for submission to the Congress. 


NATIONAL GALLERY OF ART 
JUSTIFICATION FOR 1957 SUPPLEMENTAL APPROPRIATION 


Increased costs for the following items, not subject to administrative control, 
necessitate an additional appropriation for fiscal vear 1957 in the amount of 
$30,000: 


Wage board increases explanation attached ; Ss, 200 
Electric current 3. 800 
On the basis of 1956 obligations, $77,500 was budgeted for this 
item in 1957, but due to unforeseeable rate increases, the annual 
‘equirement is now estimated at $85,300—a total increase of $7,800 
vith $4,000 of this amount being absorbed. 


steam ii i ne 18, OOO 
On the basis of quantities used and applicable rate for the first 7 
months of this year GSA now estimates the total cost of this item 
will be $65,000—an increase of $18,000 over their estimate of $47,000 
ncluded in the 1957 annual appropriation of the gallery. 


Estimated supplemental, 1957 asia 30, 000 


This request for an additional $30,000 contemplates the absorption of othe 
sreases, as listed below, totaling $16,600. The saving required to cover these 


tems is being effected as follows: 


1) By leaving positions vacant (the 1958 budget document estimated 
a lapse of 11.5; whereas, employment is being limited to effect a 
lapse of 14.7 S13. S00 
2) By reducing printing requirements 2, 400 
3) Bv other miscellaneous reductions 100 
Total estimated savings_- = _ 16, 600 
Other increases being absorbed 
QO! Personal services: 
Intermittent employment : $1, 000 
Overtime and holiday pay (this vear Government employees 
were granted 2 additional holidays not provided by law 
1 extra day at Christmas and Inauguration Day = t, OOO 
Night differential 600 
02 Communication services 200 
05 Electrie current (of the total increase of $7,800 due to higher rates, 
$4.000 is being absorbed 1 OOO 
08 Supplies and materials (due to increased prices for operating and 
maintenance supplies 1, 300 
10 Lands and structures ($8,000 was provided in the 1957 budget for 
the conversion of an elevator to passenger operation. The best 
price received as a result of competitive bidding was $13,500 
this has been determined to be a reasonable price in the present 
market and experts at the Public Building Service are of the 
opinion that future bids may be less favorable) _- 5, 500 


16, 600 


Total il creased costs being absorbed 





63 


EXPLANATION OF WAGE-BOARD INCREASE 


Upon completion of a wage survey in November 1956, wage-board rates were 
increased an average of approximately 12 cents per hour. The new rates were 
made effective at the gallery December 2, 1956, subject to the availability of funds. 
Due to insufficient funds, employees have not been paid at the new rates. 

Of the 102 positions under wage-board rates, only 56 employees will realize 
increases under the new rates (the remaining employees being in higher rates saved 
to them at the time they were converted from CPC rates to prevailing rates). 
The total amount required for this purpose during 1957 is $8,200. 


Obligations, fiscal year 1957 








Personal Electric Steam Other | Total 
services current | objects | 
Actual: | | 
July $108, 489 | $8, 989 $9, 587 $127,065 
August - 111, 834 8, 324 $4, 600 11, 303 | 136, 061 
September --_- ’ 98, 367 | 4,049 | 111, 616 
October 109, 935 15, 200 6, 034 | 139,019 
November 110, 620 7, 701 | 125, 660 
December 104, 875 4,197 115, 406 
January 114, 683 | 5, 668 20, 400 6, 307 | 147,058 
February 101, 241 5,173 2, 126 108, 550 
Increases applicable to July through 
January but not in above obligations 2 3, 500 |_- : 3 15, 400 18, 900 
Estimated: 
March ‘ 104, 646 5, 643 6, 646 116, 935 
April 109, 100 6, 190 9, 400 48,010 132, 
May 115, 710 6, 630 5 19, 890 142, 2 
June 99, 390 7,960 |. 6, 450 113, 
Total estimated obligations 1, 292, 400 85, 300 65, 000 92, 300 | , 535, 000 
Appropriation available 1, 505, 000 
Estimated supplemental 30, 000 


! This figure is unusually low due to the cancellation of a prior obligation of $2,400 made in July for book- 
ninding. New obligations in February amounted to $4,526, which, when offset by this cancellation, re- 
sulted in the net figure as indicated, $2,126. 

2 Wage-Board rate increases were made effective Dec. 2, 1956, subject to the availability of funds. The 
obligations shown for December, January, and February do not include the portion ($3,500) of the increase 
ipplicable to these months. Actual obligation of this amount will not be made until supplemental funds 
are available. 

3 Reimbursement to GSA for steam is made in advance at the beginning of each quarter in an estimated 
smount proportionate to the total amount available. Adjustment of the amounts reimbursed is to be made 
in the last quarter on the basis of actual rates and quantities. The $15,400 figure shown is the portion of 
this adjustment (as currently estimated by GSA) which is applicable to the period covered by the actual 
obligations, July through February. 

4 $1,500 of this amount is for the printing of 60,000 of the general information booklets on the gallery. This 
quantity is required for distribution in June of this year and for a sufficient time (2 months) into fiscal year 
1958 to enable the Government Printing Office to make delivery on a printing order to be placed July 1. 

‘$13,500 of this amount is for modification of an elevator to passenger operation 


Mr. Krrwan. What ts the difference between the electricity costs 
this year and last vear? 

Mr. Frr.er. $7,800 is the difference. 

Mr. Kirwan. It is raised $7,800 in 1 year? 

Mr. Frrpter. Yes, sir. We use a great deal of electricity for the 
National Gallery of Art. 

Mr. Kirwan. I know of your use, but I am talking about the 
difference in cost. Have you used about the same amount this year 
as last vear? 

Mr. Fretmpuer. A slightly increased amount, but I have a very 
rigorous control underway right now. 

Mr. Hayes. It is principally due to the use of coal, because our 
increase comes about through an escalator clause in the contract that 
increases the electric rates in proportion to the increase of the cost of 
coal. 


91009—57——-5 
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Mr. Kirwan. I don’t think the increase in the cost of coal is the 
real factor. It all comes back to the fact that if you increase some- 
thing a few cents it will cause a great increase at the other end. For 
instance, every time the steelworkers get a small increase the price of 
steel goes up $15 and $16 a ton. It is the same with the coal-mine 
workers. 

Mr. Ferpier. It is about 10 percent. 

Mr. Jensen. What was your electric power bill total for 1956? 

Mr. Ferpuer. For 1956 it was $77,500. 

Mr. JeNsEN. How much do you anticipate it will be this year? 

Mr. Frerpter. The $7,800 plus the $77,500. 

Mr. JeNsEN. So you had about a 10-percent increase? 

Mr. Ferpuer. Precisely. 

Mr. Fenton. Your total request is $30,000? 

Mr. Frimputer. That is correct. 

Mr. Fenron. You are absorbing $16,000 of the increased costs? 

Mr. Ferpuer. That is right. 

Mr. Fenton. Otherwise the request would have been $46,000? 

Mr. Ferter. That is correct. 

Mr. Krrwan. Thank you very much. We are glad to have had 
you before us again. 


INDIAN CLAIMS COMMISSION 


SALARIES AND EXPENSES, INDIAN CLAIMS COMMISSION, 1957 


Program and financing 


Presently | Revised Difference 
available estimate 
PROGRAM BY ACTIVITIES 
Hearing and adjudication of Indian claims (total obligations) $124, 600 $132, 300 +-$7, 700 
FINANCING 
Appropriation ‘ Si 124, 600 124, 600 
Proposed supplemental due to executive pay increases 7, 700 +7, 700 


Obligations by objects 


Presently Revised Difference 
available estimate 
Total number of permanent positions ‘ 14 14 
Average number of all employees . 14 14 
Number of employees at end of year ; a aie 14 14 
01 Personal services: Permanent positions (total personal 
services) ; $118, 190 $127, 190 +-$9, 000 
02 Travel i. q 3, 600 2, 400 —1, 200 
04 Communication services 750 750 
06 Printing and reproduction 200 200 
07 Other contractual services 380 380 
Services performed by other agencies 50 50 
08 Supplies and materials ; 400 400 
09 Equipment . 680 580 100 
15 Taxes and assessments 350 350 
Total obligations —_ 124, 600 132, 300 +-$7, 700 


Mr. Kirwan. The committee has also received a small request from 
the Indian Claims Commission. 
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$7,700 is requested to meet a portion of the executive pay costs’ 
This is a very small office of only 14 people and it is absorbing $2,400 
of the cost. 

Based on the present obligation rate it does not appear that any 
more could be absorbed without laying off personnel. 

We will insert in the record the item on page 12 of House Document 
No. 115 and the justification. 

(P. 12 of H. Doe. 115 and the justification is as follows:) 


H. DOC. No. 115 
“InNpIAN CLAIMS COMMISSION 
“SALARIES AND EXPENSES 
‘For an additional amount for ‘Salaries and expenses’, $7,700” 


The cost of pay increases authorized by the Federal Executive Pay Act of July 
31, 1956 (70 Stat. 739, 740), totals $10,100. This proposed suppleme ntal appro- 
priation is to provide funds to finance that portion of the increased pay costs 
which cannot be absorbed without seriously curtailing the work of the Com- 
mission. 

On August 18, 1956, this appropriation was reapportion on a basis which 
indicated the necessity for a supplemental estimate, pursuant to section 3679 of 
the Revised Statutes, as amended. This action was reported to the Congress by 
the Director of the Bureau of the Budget on that date. 


STATEMENT IN JUSTIFICATION OF SUPPLEMENTAL APPROPRIATION To MEsrT In- 
CREASED Pay Costs IN 1957 UNpER FEDERAL ExecuTIvE Pay Act or 1956 
(70 Strat. 739, 740) 


The amount of the increase in the salaries for 1957 for the three Commissioners 
under the act mentioned is $10,100. 
The allocation of the 1957 appropriation of $1 24, 600 is as follows: 


In 1957 Difference, | 1957 revision 
printed incr ase (+) | for 1948 
budget or printing 
crease (— 
01 Personal services $118, 286 — $96 $118, 190 
Other objects 6, 314 +96 6, 410 
Total 124, 600 0 124, 600 


The allocation of 1958 estimates as revised to include an additional amount 
for 1957 to cover the pay increases is as follows: 


In 1958 Difference Require 

printed increase (+ ents, 

budget or present 

decrease (— estimates 
Ol Personal services $118, 190 +-$1, 300 $119, 400 
Addition ul required 9, 000 1, 300 7, 700 
vl Personal services 127, 190 | 0 127, 19¢ 
Other objects 6, 410 | —1, 300 5, 110 


otal 133, 600 —1, 300 | 132. 300 
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The average number and present payrolls of employees are: 


Unclassified (Commissioners) (semimonthly)_.._...._._...-__. 3 2, 270. 8: 


Total. .js\' 14 
Of the appropriation of $124 ,600 for 1957, the amount available for per- 


sonal services, after alloc ating $5,110 for other objects, is. ...... ... 119; 490 
Deducting personal services at former rates_______- Btinse oebke 117, 090 
The increased costs which can be absorbed is___- ry. act 2, 400 
Cost of increases _ - — —- Be Se eee Fe eo i eee 10, 100 
PEE CO DG BOROTNOD 6.3 «chee oan eee ee oe os ws ho ae ite 2, 400 
Additional amount needed_______________- ihre erat ce ee 7, 700 


The amount of $2,400 available for increased pay costs results from a saving 
of $1,100 through a lapse in a GS-3 position, and leave without pay and a lower 
rate in 2 GS-6 positions, and a saving of $1,300 through reductions in travel 
($1,200) and equipment allocations. 

The additional funds will be needed for personal services rendered by the 3 
Commissioners during this fiscal year, and the item cannot be postponed to 1958. 
Lack of the amount needed would mean leave without pay to equal such amount. 

No change in the present number of 14 positions, or in the printed program 
and performance statement, is involved in the additional amount needed. 


ScHEDULE ON SuPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 
Salaries and expenses, Indian Claims Commission, Feb. 11, 1957 


CARING Su. ra ee Ooo 


3: Total amount available 5 ee 1 24. 600 


4, Apportionments: 
lst quarter 
PRUNES <2 pas casas oane eee eenaseewed 
3d quarter 


badteaemeeed 33, 675 
iwdivitiewa ene mute 33, 675 
Face 33, 675 


ET ee ee a, re ches it Ee ote one earn 23, 575 

UCONN I 8 ae as ge, a oath cia ; aod 
5. Total apportionment and reserves__...............----- ZT 24, 600 
6. Obligations: 

TORENT COr TANNA) «osc ei wens Zeweseess it ctctenenae 31, 734 

2d quarter (actual) ____- ila de aa ieee ei Pe ea 33, 336 


3d quarter (estimated)_.-......-- 


32 865 
4th quarter (estimated) 


sfics ohcicae nais aaa oma anita cate cs aac hae rae Set 34, 365 


7. Total actual and estimated obligations___.____.___________- 132, 300 
8. Less total amount available. ............_._-_- TE eeekeeoceet 124, 600 
9. Estimated supplemental required - - - - -- mabe 7, 700 
10. Estimated supplemental included in latest budge aos 9, 000 
11. Date needed: For obligation, May 15 to June 30, 1957, for expe ndi- 
ture (same). 
12. Estimated expenditures from supplemental: 
In budget Revised 
in‘ourrent fiscal year... ..........<. 22s Be ae $9, 000 $7, 700 
In next fiscal year__.____- _— oe sya dh vag eas ‘bse 
After next fiscal year_ ___- heen 7 keeatte aie ue 
i a aa a ers ee : 9, 000 7, 700 
13. Actual obligations last 3 months: 
November pata wee an re : 3 : fee $11, 249 
EON 5s 8 Sera si 11, O8O 
January. --- cbt tices Sats area oR sa eerie 11, 226 


Mr. Kirwan. Dr. Fenton, do you have any questions? 
Mr. Fenron. No questions, Mr. Chairman. 
Mr. Krrwan. All right, the committee stands adjourned, 
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SUBCOMMITTEE ON LEGISLATIVE APPROPRIATIONS 


W. F. NORRELL, Arkansas, Chairman 


MICHAEL J. KIRWAN, Ohio WALT HORAN, Washington 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 


HOUSE OF REPRESENTATIVES 
Monpay, Aprit 8, 1957. 
ARCHITECT OF THE CAPITOL 


WITNESSES 


J. GEORGE STEWART, ARCHITECT OF THE CAPITOL 
CHARLES A. HENLOCK, ADMINISTRATIVE OFFICER UNDER THE 
ARCHITECT OF THE CAPITOL 


SALARIES 


Mr. NorREvL. We will hear from Mr. Stewart now. 

Mr. Stewart, as Architect of the Capitol, you have a few items for 
1957 that you have requested us to consider in House Document 144. 

If you will now discuss the item of salaries. I see that you request 
$7,500. Will you tell us about this item, why you need it. 

Mr. Stewart. The first item is an increase of $1,500 authorized 
by Congress in the Federal Executive Pay Act of 1956 for the position 
of Architect of the Capitol. This pay increase went into effect last 
July and the additional funds are required to cover the cost. 

Mr. Norre.u. This item is “Salaries.” That is the one you are 
discussing now? 

Mr. Srewart. Yes, sir. 

The second item of salary increase is $200, authorized by the Federal 
Executive Pay Act of 1956 for the Assistant Architect. 

Mr. Rooney. These increases are all authorized by law? 

Mr. Stewart. Yes, sir. 

Mr. Rooney. In the last Congress. 

Mr. Norretu. You have to have all of them? 

Mr. Stewart. Yes, sir. 

Mr. Norrexu. They can be listed item by item, and you will not 
need to testify to all of them. 

(The table on salaries follows:) 
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Salaries, Office of the Architect of the Capitol 


Supplemental estimate, 1957______---- Fat .. $7, 500 


For 1957, the amount appropriated for ‘‘Salaries, Office of the Architect of the 
Capitol” is $203,500. An additional amount of $7,500 is required for 1957 to 
meet increased pay costs, as follows: 


Architect of the Capitol: Salary increased from $17,500 to $19,000 per 
annum, Public Law 854, 84th Cong., approved July 31, 1956 $1, 500 

Assistant Architect of the Capitol: Salary increased from $17,300 to 
$17,500 per annum, Public Law 854, 84th Cong., approved July 31, 
1956 


: 200 
Architectural engineer, GS-11: Salary increased from $6,605 to $7,035 
per annum 430 
Head air-conditioning engineer, GS-11: Salary increased from $6,390 to 
$7,035 per annum 645 
Assistant elevator engineer, GS-9: Salary increased from $5,710 to 
$6,115 per annum 105 
The increases for these 3 engineers were granted, July 1, 1956, 
under authority of Public Law 763, 83d Cong. Under the provisions 
of sec. 104 of Public Law 763, the Civil Service Commission, June 27, 
1956, raised the minimum salary rate for grade GS-11 engineer 
positions to $7,035 and for grade GS—9 engineer positions to $6,115. 
These 3 positions are compensated under the Classification Act of 
1949, as amended. 
Engineer, GS-12, at $7,570 per annum, reallocated to coordinating engi- 
neer, GS-14, at $10,320 per annum 2, 750 
Administrative assistant, GS-10, at $6,050 per annum, reallocated to 
GS-12, at $7,570 per annum 1, 520 
These 2 positions are compensated under the Classification Act 
of 1949, as amended, and the grade changes were effeeted under 
authority of that act. 
Total increase, 1957 7, 450 


Mr. Norretu. Mr. Rooney? 

Mr. Rooney. I have no questions, Mr. Chairman. I take it vou 
are inserting the entire set of justifications? 

Mr. Norre tu. Yes. 

Mr. Horan. I have no questions on this first sheet. 

Mr. Stewart. The second item is the travel limitation. 


TRAVEL LIMITATION INCREASE 


Mr. Norre vu. I would like you to discuss the increase in limitation 
on travel in 1957 from $3,000 to $7,500. Why is that necessary? 
Discuss that briefly. We will insert the justification material at this 
point: 

(The matter referred to follows:) 


TRAVEL LIMITATION 


Increase limitation on travel for 1957 from $3,000 to $7,500 

In the fiscal year 1927 and each succeeding fiscal year, a limitation has been 
imposed in the Legislative Branch Appropriation Act upon the amount that may 
be expended, annually, by the Architect of the Capitol for travel under all funds 
available for expenditure by the Architect. 

During the period 1927 to 1957, the limitation has varied from a low of $750 
to a high of $5,000 annually. For the fiscal years 1950 to 1957, inclusive, the 
limitation has been fixed, annually, at $3,000. 

At the present time, four major publie works projects are in progress——the 
additional Senate Office Building project; the Capitol Power Plant changes and 
improvements project; the additional House Office Building project; and the 
extension of the Capitol project. It is necessary that travel be performed in 
connection with these projects by architects, engineers, and other consultants 
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engaged under contract by the Architect of the Capitol at the direction of the 
committees and commissions in charge of the respective projects. Such travel, 
when added to travel necessary to be performed by employees of the Architect 
of the Capitol in connection with maintenance activities, necessitates the request 
for an increase in the travel limitation for 1957. 

The total expended for travel during the period July 1, 1956, to March 1957 is 
$2,688. Unpaid obligations on hand for travel performed, to date, total $1,152— 
or a total expended and obligated of $3,840. In addition, it is estimated that the 
cost of travel necessary to be performed during the remainder of the fiscal vear 
will amount to $3,660—or a grand total for the fiscal year 1957 of $7,500. 

Mr. Srewarr. At the present time we have four major building 
projec ts in progress—the additional Senate Office Building, the 
Capitol Power Plant changes and improvements, the additional 
House Office Building, and the extension of the Capitol project. 

This travel is performed mostly by consultants retained for these 
projects; also, by some of my own employees engaged in maintenance 
activities. 

Mr. Norrevu. Do you absolutely know that you need that amount 
of money? 

Mr. Stewart. Yes, sir. From July 1, 1956, to March 1957, we 
have expended $2,688, and have on hand unpaid obligations totaling 
$1,152, or a total expended and obligated to date of $3,840, which 
exceeds our limit of $3,000 by $840. 

In addition, it is estimated that the cost of travel necessary to be 
Bead during the remainder of the fiscal vear will amount to 
$3,660, or a grand total for the fiscal year 1957 of $7,500. 

May I ietae something further about this item? 

Mr. Norreuu. Yes, sir. 

Mr. Stewart. On the extension of the Capitol, we have three 
members of the architectural profession who, in the capacity of con- 
sultants, act as critics. One of those architects comes from Phila- 
delphia, another one comes from Boston, and the third comes from 
San Francisco. Then there is a landscape architectural consultant 
who comes from New York, who also acts as a critic for this project. 
The architects for the New Senate Office Building come from New 
York City. Nearly two-thirds of the travel expense is in connection 
with these ia projects. 


Mr. Norreui. All right, Mr. Rooney? 


MAJOR PROJECTS UNDER CONSIDERATION 


Mr. Roonry. At the present time, you have four major projects, 
do you not, Mr. Stewart? 

Mr. Stewart. Yes, sir. 

Mr. Roonry. The additional Senate Office Building, the Capitol 
Power Plant change and improvements project, the additional House 
Office Building and the extension of the east side of the Capitol. 

Mr. Srewarr. Yes, sir. 

Mr. Roonry. What is the total amount of money involved in 
connection with these four projects to which this travel would apply? 

Mr. Stewart. You mean the total cost of the projects? 

Mr. Rooney. I want the total amount of money involved in this 
work which is under your jurisdiction. 

Mr. Stewart. Three of the projects have been cleared, but the 
fourth is indefinite, at present. The Senate Office Building project is 
approximately $23 million; the additional House Office Building proj- 
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ect will probably be around $90 million; the Capitol Power Plant 
project, $16 million. The extension of the Capitol could be attywhere 
from $9 million or $10 million up to $45 million. It all depends on 
what the Commission on Extension of the Capitol should authorize 
with respect to scope of work and the time it is to be done. 

Mr. Rooney. To summarize, you have at the present time within 
your jurisdiction the matter of these Capitol improvements which 
would amount to at least in the neighborhood of $140 million. 

Mr. Stewart. That is right, sir. 

Mr. Rooney. That is all, Mr. Chairman. 


POWERPLANT 


Mr. Horan. How nearly finished is the powerplant? 

Mr. Stewart. There are 2 buildings yet to be converted to 60 cycle 
alternating current—the main Library of Congress building, and the 
Capitol. We delayed the Capitol conversion, when the extension of 
the Capitol was authorized, as we knew it would be much more 
practical and economical to build conduits into the new walls, than 
to cut the old walls for installation of conduits and renewal of wiring. 
We can eliminate many of the ceiling runs, and install wiring and 
conduits under floors when the extension work is done. 

All in all, I would say it would cost much less to do the conversion 
work when the building extension work is done, than what it would 
be to do it separately. You probably remember the trouble we had 
in 1936 to install air conditioning ducts in the present walls and 
ceilings, due to lack of adequate duct space. Another problem en- 
countered is the danger of replacing the wiring in the Capitol only 
to the switches with which you turn the lights on. 

The engineering work has all been done, but when I was faced with 
the fact of how old many of the fixtures in the Capitol are, and the 
fact that there is no plan at all for much of the wiring, and that much 
of the wiring is buried in the plaster, I questioned the advisability of 
telling anyone to turn on any switch after converting from 25 cycle 
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to 60 cycle, without first replacing the wiring also from the switches 
to the lighting fixtures. 

Congress has since given me enough money to make a survey of 
the fixtures and their condition and to determine the extent and cost 
of replacement work that should be done. That has been completed. 

My hesitancy has been well borne out, because to have gone ahead 
with the conversion without this survey would certainly have caused 
a great deal of trouble, either in the building, or with breaker blowouts. 

Mr. Horan. You had to phase it in? 

Mr. Srewart. Yes, sir, as an overall project. 

Mr. Norrevu. Mr. Bow? 

\ly. Bow. Off the record. 

Discussion off the record.) 


PAY INCREASES, WAGE-BOARD EMPLOYEES 


Mr. Norrevu. The next item is the pay increases for Wage-Board 
employees. There are two items. One is $13,500 for the Capitol 
Building and $17,000 for the Senate Office Building. We will insert 
the justification material at this time. 

(The matter referred to follows:) 
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PayYINcrBAses, WaGE-Boarp EmPpLoYEEs 
REQUEST FOR LANGUAGE 


Supplemental estimate, ‘Capitol Buildings,” $13,500. 

Supplemental estimate, ‘‘Senate Office Building,” $17,000. 

Under the provisions of Public Law 763, 83d Congress, 728 laborers and me- 
chanics employed under the Architect of the Capitol are compensated on a 
wage board, prevailing rate basis. Public Law 763 provides that the compensa- 
tion of such employees shall be fixed and adjusted from time to time as nearly as 
is consistent with the public interest in accordance with prevailing rates. 

Following a general survey of governmental and industrial employees’ wages 
in the Washington Metropolitan area in the past year, higher rates were estab- 
lished, effective December 1956, for most laborer and mechanic positions. As 
such new rates could not be put in effect by the Architect of the Capitol last 
December, without at the time incurring a deficiency, authority is now requested 
to grant these employees retroactive pay increases, effective December 2, 1956, 
and to pay the expenses of such retroactive pay increases from appropriations 
available for expenditure by the Architect of the Capitol for the fiseal year 1957. 

The total estimated cost of these increases for the period, December 2, 1956, to 
June 30, 1957, is $78,100. As it is now possible to absorb $47,600 of this cost 
through savings, the additional sum required for 1957 amounts to only $30,500— 
necessitating the request for an additional amount of $13,500 under the ‘‘Capitol 
3uildings” appropriation, and $17,000 under the ‘‘Senate Office Building’’ 
appropriation. 

Table showing gross costs of wage board pay increases for the period, Dec. 2, 1956 to 

June 30, 1957, amount of such costs to be absorbed through savings, and supple- 

mental appropriations required 


Supple- 
Estimated Amount of mental 
Appropriation gross cost cost to be appropri- 
(7 months absorbed itions re- 
| quested for 
1957 
Capitol Buildings $13, 500 | $13, 500 
Capitol Grounds 6, 200 | $6, 200 4 ae 
Senate Office Building 17, 000 | 17, 000 
Legislative Garage 1, 100 1,100 | 
Honse Office Buildings---. 16, 000 16, 000 
Capitol Power Plant 12, 800 | 12, 800 
Library Buildings and grounds, structural and mechanical 
care 11, 500 11, 500 
Total __. 78, 100 47, 600 | 30, 500 


Mr. Norretu. Will you discuss that item at this time? 

Mr. Stewart. This has all been occasioned by Public Law 763, 
83d Congress. Under that law, I am required to adjust the compen- 
sation of wage board employees in accordance with prevailing rates, 
as is done throughout the Government by other agencies having 
similar classes of employees. 

CyMr. Hentock. Such as the Army, Air Force, Civil Service Com- 
mission, General Services Administration, General Accounting Office, 
and numerous other agencies. 

Mr. Stewart. I follow the general pattern as it is, and by law 
I must do so. 

[I was, however, unable to put into effect last December wage 
adjustments, which were then effected in this area because I did not 
then have enough savings to take care of the cost. Out of a total of 
$78,100 that is needed to cover such cost for the Capitol Building, 
Capitol Grounds, Senate Office Building, Legislative Garage, House 
Office Buildings, Capitol Powerplant and Library Building and 
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Grounds, I have since been able to save $47,600, which leaves a total 
of $30,500 necessary to be appropriated. 

Mr. Norrevu. Mr. Rooney? 

Mr. Roonry. Mr. Stewart, with regard to the matter of $78,100 
additional for these pay increases, of which you say you can absorb 
$47,600, who comprised the membership of the Wage Board which 
decided on such increases? 

Mr. Stewart. May I ask Mr. Henlock to answer that question? 

Mr. Hentock. Most of the agencies, including the Comptroller 
oe office, follow a schedule set up by the Army-Air Force, 

based on a wage survey omen ‘ted by the Defense Department and 
several other of the larger executive agencies. After surveying in- 
dustry and the Government, throughout ‘the W ashington me tropolitan 
area, prevailing rates are established for wage-board employees and 
under the law we must conform to those rates. The Architect of the 
Capitol is the final authority with respect to our employees. 

Mr. Roonry. After this Wage Board, comprised of representatives 
from the executive departments arrives at a decision with regard to 
these pay increases, there is nothing that can be done but follow such 
finding of the Wage Board? 

Mr. Hentock. That is correct. 

Mr. Rooney. That is all. Thank you, Mr. Chairman. 

Mr. Horan. No questions. 

Mr. Bow. No questions. 


UNIFORM ALLOWANCES 


Mr. Norrenti. The next item is “Uniform allowances.”’ That is 
something that is somewhat new. 
Was it authorized in 1954? 

Ir. Srewarr. It was authorized by the act of September 1, 1954. 
Appropri tions for such purpose were provided for the fiseal vear 1956 
in the Supplemental Appropriation Act of 1956. 

Mr. Norreti. What are you requesting for it?) Do you know the 
amount? 

Mr. Stewart. $600. I can give you the breakdown, if vou wish; 
also the language required. 

Mr. Norrewu. I wish you would do that, briefly. But first we 
will insert your prepared statement. 

(The matter referred to follows: ) 


UNIFORM ALLOWANCES 


Authority for uniform allowances under the “Capitol buildings.” ‘‘Senate 
office building,’ and ‘‘House office buildings” appropriations was provided for the 
fiscal year 1956 in the Supplemental Appropriation Act, 1956. 

Through inadvertence, the necessary language for such purpose was not re- 
quested or included in these appropriations for the fiseal year 1957, and request is 
now made that the necessary language be included in the supplemental appropria- 
tion bill for 1957 to cover costs actually incurred. 

The amount expended annually for such purpose is $300 under the ‘Capitol 
buildings” appropriation; $100 under the “Senate office building’ appropriation; 
and $200 under the ‘‘House office buildings” appropriation. 


Mr. Stewart. The language needed is: 


The appropriations for “‘Capitol buildings,” ‘‘Senate office building” and ‘‘House 
office buildings,” for the fiscal year 1957, shall be available for uniforms or allow- 
ances therefor, as authorized by the Act of September 1, 1954, as amended (5 


U.S. C. 2131). 
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$200 is for uniforms for two nurses paid under the ‘“‘Capitol buildings”’ 
appropriation. Each nurse is granted a cash allowance of $100 for 
8 aa sanforized United States Army nurses uniforms, 6 pairs of 
hose, 2 pairs of shoes, and 2 caps. 

In the Senate Office Building there is a cash allowance of $100 for 
uniforms for 1 nurse paid under the ‘Senate Office Building” appro- 
priation, and in the House office buildings a cash allowance of $200 
for uniforms for 2 nurses paid under the “House office buildings’”’ 
appropriation, on the same basis as the Capitol nurses. The only 
other item is $100 for 1 summer and 1 winter uniform and cap for the 
chauffeur who drives the official office vehicle. 

Mr. Norretu. Mr. Rooney? 

Mr. Roonsy. This matter of uniform allowances is one that runs 
all through the Government, is it not? 

Mr. Stewart. That is right. 

Mr. Roonry. Many of the departments downtown have such 
allowances; is that correct? 

Mr. Stewart. That is correct. 

Mr. Hentock. The requested language should have been in our 
regular appropriation bill for 1957. We failed to have the language 
added to the appropriation text, through inadvertence. 

Mr. Rooney. If something were not done about it now, and since 
the amount is only $600, these employees would be discriminated 
against, in effect, would they not, as compared to employees in the 
executive branch of the Government? 

Mr. Stewart. That is right. Through inadvertence, we left out 
the necessary language and require it now. 

Mr. Norretit. Mr. Bow? 

Mr. Bow. No questions, Mr. Chairman. 


BOTANIC GARDEN 


Mr. Norrevy. The next item will be the ‘Botanic Garden.” I 
notice there is a request for retroactive pay increases for wage-board 
employees. We will insert your prepared statement at this point. 

(The matter referred to follows:) 


SALARIES AND I}xXPENSES, BoTaANic GARDEN 
LANGUAGE REQUESTED FOR RETROACTIVE PAY INCREASES, WAGE-BOARD EMPLOYEES 


Under the provisions of Public Law 763, 83d Congress, 18 laborers and me- 
chanics are compensated on a wage-board, prevailing-rate basis. Public Law 763 
provides that the compensation of such employees shall be fixed and adjusted 
from time to time as nearly as is consistent with the public interest in accordance 
with prevailing rates. 

Following a general survey of governmental and industrial employees’ wages in 
the Washington metropolitan area in the past vear, higher rates were established, 
effective December 1956, for most laborer and mechanic positions. As such new 
rates could not be put in effect by the Architect of the Capitol, last December 
without at the time incurring a deficiency, authority is now requested to grant 
these employees retroactive pay increases, effective December 2, 1956, and to 
pay the expenses of such retroactive pay increases from the appropriation “Salaries 
and expenses, Botanie Garden,” available for the fiscal year 1957. 

The total estimated cost of these increases for the period, December 2, 1956, to 
June 30, 1957, is $3,100—all of which can be absorbed through savings 


Mr. Norrery. Will you discuss that item, please? 
Mr. Srrwart. Yes, sir. The total estimated cost for this item is 
$3,100. All of this cost can be absorbed through savings. There is 
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no extra money at all involved. I am simply requesting authority to 
use these savings to pay the expenses of retroactive pay increases, 
effective December 2, 1956 from the appropriation “Salaries and 
expenses, Botanic Garden,” for the fiscal year 1957. I will not require 
additional funds. It is only authority to permit me to use funds, 
retroactively, for this purpose, that I am requesting. I can absorb 
the whole cost through savings. 

Mr. Norrety. But vou need an authorization? 

Mr. Stewart. Not to pay the increased rates; only to pay them 
retroactively 

Mr. Rooney. In effect, this would put the mechanics and laborers 
on the same basis with regard to their pay as employees throughout 
Government, in the executive branch of the Government? 

Mr. Stewart. That is right. 

Mr. Norrevi. That actually would be a legislative item, would it 
not? It is not a matter of authorization. 

Mr. Stewart. It is already authorized by law—by Public Law 763. 

Mr. Norre tv. If it is authorized, then why do you need additional 
law? 

Mr. Stewart. We have been unable to pay increased prevailing 
wage rates that went into effect in the Washington metropolitan area 
last December, due to lack of funds. We now have accumulated 
sufficient savings to cover the cost of such wage-rate adjustments, but 
lack authority to pay the increases retroactively to December 2, 1956. 

Mr. Norreti. How much money is involved? 

Mr. Stewart. $3,100, and we can absorb it all under our present 
appropriation. 

Mr. Norretu. Do you care to make any further statement? 

Mr. Stewart. No, sir. 

Mr. obit, Mr. Rooney? 

Mr. Roonry. There has been some discussion with regard to the 
matter of removal of the Botanic Garden. I have heard some members 
indicate that there was a great deal of mysterv concerning this. What 
is the situation with regard to the Botanic Garden down here at the 
foot of the Hill? 

Mr. Stewart. The Botanic Garden, by law, comes under the 
jurisdiction of the Joint Committee on the Library. Since 1934, the 
Architect of the Capitol has served as Acting Director. We have a 
range of greenhouses in square 576, West—I am not talking about the 
square on which the main conservatory is located—we have a range 
of greenhouses down there to be taken care of. We have in those 
greenhouses, among other things, the Widener collection of orchids. 
The estimated value of this collection in florists’ language is around 
$200,000. We have buildings down there, including nine greenhouses, 
which are in a hazardous state of deterioration. Most of them are 
75 to 80 years of age. We have structures down there that would be 
very costly to rehabilitate. They are a magnet for visitors who wish 
to see the orchid collection. 

The idea is not to disturb the main conservatory at all; but to tear 
down the old greenhouses in the adjoining square and construct new 
greenhouses, to replace them, at Poplar Point Nursery, and thereby 
eliminate existing hazard. 

Mr. Roonry. Where is Poplar Point? 

Mr. Stewart. In Anacostia, adjacent to the South Capitol Street 
Bridge, across the river, on property already owned by the United 
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States Government. As a matter of fact, there is quite a large sec- 
tion of it that is now being leased to the Navy 

Mr. Roonry. That is quite a distance from here. 

Mr. Srewart. There was a question raised in the hearings before 
the Appropriations Committee some years ago as to what inconven- 
ience it would cause visitors, if these ereenhouses are removed and 
their plant material transferred to the nursery. I made a spot check 
at the time that I made my study last year, and I found that there is 
only a small percentage of visitors—mostly growers—who are inter- 
ested in any of these old greenhouses and their collections, other than 
the orchids. 

When the old greenhouses are removed, a portion of the orchid 
collection can be transferred to the main conservatory for display 
purposes. 

Mr. Rooney. Is there any plan at the present time with regard to 
the so-called Botanical Garden at the foot of the Hill, to move that to 
another location? 

Mr. Stewart. No, sit 

Mr. Rooney. Is there any plan at the present time with regard to 
improving it? 

Mr. Stewart. You mean the conservatory? 

Mr. Roonry. Yes. 

Mr. Srewarr. No, sir, but, as indicated, there is a plan for removal 
of the old ranges of greenhouses from the square adjacent to the main 
conservatory. 

After they are removed, the square can be landscaped as a park area. 
There is another factor involved, however, to,show you how the wheels 
of government work sometimes, and then’ clash. Some time ago, 
when the question arose of the inner loops and the outer loops of the 
proposed freeway around Washington, there was designed an inner 
loop that would cross at 11th Street east and another inner loop that 
would cross at the foot of Capitol Hill. 

If that plan goes through, the freeway will go through the square 
where these greenhouses now are. I feel sure, from a construction 
standpoint, it would be treacherous to try to tunnel underneath these 
present greenhouses, to put the freeway through that square. It 
would go through inatunnel. This is a recent development. 

I am trying to prevail on local authorities to relocate this leg of the 
freeway and move it to the West, under Third Street west. I do not 
know if my recommendation will prevail. 

Mr. Norretu. Are there further questions? 

Mr. Rooney. No, sir. 

Mr. Norrewtu. That is all, gentlemen. Thank you so much. 

Mr. Stewart. Thank you, gentlemen. 
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Monpay Aprit 8, 1957. 
CONTINGENT EXPENSES OF THE HovsE 


WITNESSES 


RALPH R. ROBERTS, CLERK OF THE HOUSE OF REPRESENTATIVES 

HARRY LIVINGSTON, DISBURSING CLERK, HOUSE OF REPRESEN- 
TATIVES 

FREDERICK M. KISSINGER, ASSISTANT DISBURSING CLERK, 
HOUSE OF REPRESENTATIVES 


FOLDING DOCUMENTS 


Mr. Norretu. The first item is “Folding documents.’’ That is in 
House Document 115 and includes an additional $20,000 for expenses 
of the House folding room for 1957. 

Will vou give us a statement on that? 

Mr. Roserts. There was appropriated for fiscal vear 1957, $165,000 
of which amount we have expended through March 31, 1957, $135,- 
304.46, leaving a balance of $29,695.54 for the rest of the fiscal year, 
which amount will not be sufficient to operate to June 30, 1957. 

Mr. Norre cu. It looks like the average monthly expenditure dur- 
ing the fiscal year has been running around $15,000? 

Mr. Roserts. That is right. 

Mr. Norrewu. But | notice from your figures that for the past 
several months the average has been running around $10,000 or 
$11,000. You had $29,695 on hand on April 1. So on that basis it 
looks like you might not require all the $20,000. 

What about that? 

Mr: Ropers. Well, it looks like we are just a little short. 

Mr. Norreitu. How much? 

Mr. Roserts. Well, about $10,000. 

Mr. Norrevtt. How much do you think you have to have at this 
time? 

Mr. Rogperts. I think we could settle for $10,000. 

Mr. Livineston. I was talking with the Doorkeeper on Saturday 
and he said after making a new survey that a supplemental appro- 
priation of $10,000 would be sufficient. They find the folding room 
volume has increased from 5 million pamphlets a month to almost 
8 million. 

Mr. Rooney. Then the folding room must be doing better work 
now with an appropriation of $10,000 or $15,000 a month than they 
were when they spent up to $29,000 a month. 

Mr. Livinaston. There has been new machinery added since then. 
Therefore, they figure, after revising their figures, that they need an 
additional $10,000 instead of $20,000. 

Mr. Rooney. You are revising the request at this time, and you 
want to reduce the $20,000 to a request for $10,000? 

Mr. Livineston. That is correct. 

Mr. Rooney. If this figure for March is anywhere near the going 
rate, $11,704, and we take that for April, May, and June, 3 times 
that, you would need about $35,000, roughly, for the months of 
April, May, and June. Is that correct? 

Mr. Livineston. That is correct. 
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Mr. Rooney. And you have $29,695 on hand as of April 1, 1957 
Is that right? 

Mr. Livinestron. That is correct. 

Mr. Rooney. So it looks like you might get along on $5,420. 

Mr. Livineston. If the folding of documents continues to rise as 
in the last month, no. In the months of April, May, and June the 
folding room is much busier than at this time. 

Mr. Rooney. Of course, the real business is after the session has 
finished, in the months of July and August, is it not? 

Mr. Livincston. At one time, but today it does not seem to work 
that way. It starts in the spring, and we figure from now on it will 
pick right up. 

Mr. Rooney. Thank you, Mr. Chairman. 

Mr. Norrevu. Mr. Horan? 

Mr. Horan. What do you expect to request in your budget for the 
folding room for the full year? 

Mr. Livinasron. $185,000. 

Mr. Rooney. Mr. Chairman, I suggest that this committee may 
find itself in a position where we should know and be able to answer 
any inquiry that might be made in the House as to who are the princi- 
pal users of the folding room and to what extent. 

Mr. Norreu. Yes; I think so. 

Mr. Rooney. I hear some talk in this regard, that a certain few 
Members are sending out millions of pieces of literature whereas other 
Members have practically no use for the services of the folding room. 

Mr. Horan. We ought to have that information available. 

Mr. Rooney. Will vou please get that information for the chair- 
man? 

Mr. Rosertrs. The Doorkeeper could give it to us. 

Mr. Horan. Off the record. 

(Discussion off the record.) 

Mr. Norretu. Mr. Bow. 

Mr. Bow. No questions. 

Mr. Norrevyi. Any further questions? 


Caprrot PoLice 
GENERAL EXPENSES 


Mr. Norreiyi. We will now turn to the Capitol Police, ‘‘General 
expenses,’ the next item. There is a supplemental request of $1,500. 
Tell us about that and why it is necessary. 

Mr. Rogserts. Mr. Chairman, upon further study, the Capitol 
Police Board finds that this extra amount will not be necessary and 
asks that no supplemental appropriation be made. 

Mr. Norrevu. That is fine. 


CapiroLt Pacr ScHooL 


Mr. Norrety. The next item is for the Capitol Page School. 

Mr. Roserts. We requested $2,240 under this supplemental. 

Mr. Norrevu. Do you have a statement that you desire to make 
regarding it? 

Mr. Roserts. I have a table. 

Mr. Norreiy. Will you put that table in the record? 








78 


Mr. Roserts. I certainly will. 
(The table referred to follows:) 


Estimated supplemental required for personal services, Capitol Page School 


| 

Allotment | Estimated 

for 1956-57 | obligation Increas 
| for 1956-57 | 


01 Personal services 
Class 13: Principal __-_- 5 $6, 900 | $7, 100 $200 


Class 18C: 


1 teacher . 6, 500 
1 teacher. 6, 360 
Class 18B: 
3 teachers at $6,300 18, 900 18, 900 | 
1 teacher 6, 160 
1 teacher 5, 200 5, 200 
Class 18A: 1 teacher--- 4, 700 
34, 960 36, 960 2, 000 
Total increase, personal services ‘ jes 2, 200 
07 Other contractual services: Contribution to group life 
insurance...-_-- alain : sical 110 150 4() 
Supplemental increase for 1957- a ; 2, 240 


Mr. Roserts. It deals entirely with an increase in the salary for 
teachers. 

Mr. Norrevi. What has happened to bring that about? 

Mr. Livineston. That has been automatic increases of the teachers 
that are assigned to the page school, and I also might refer you to the 
language carried in the appropriation bill each year under the heading 
of, ‘Education, Senate-House pages,’’ which says: 

The Board of Education of the District of Columbia is hereby authorized to 
employ such personnel for the education of pages as may be required and to pay 
compensation for such services in accordance with such rates of compensation as 
the Board of Education may prescribe. 

Mr. Roserts. All the teachers are furnished by the District 
School Board. 

Mr. Norrevu. And there is authority in the law for the additional 
requirement? 

Mr. Livineston. Yes, sir. 

Mr. Norrevi. The additional expenditures? 

Mr. Livinestron. Yes, sir. 

Mr. Norrewu. Mr. Rooney? 

Mr. Rooney. I should think it might be well if the record disclosed 
what happens with regard to the education of the pages of the House 
and Senate, after the House and Senate go out of session. 

Are these pages paid during the months between the end of July 
and the 1st or 3d of January while Congress is not in session? 

Mr. Roserts. No, sir. 

Mr. Norrewu. Are there expenditures with regard to the Capitol 
Page School for House and Senate pages during the period that 
Congress is not in session? 

Mr. Livineston. The Capitol Page School continues in operation 
for those page boys that are still here and want to go to school; also, 
under the law, the pages are paid to the end of the month, or 30 days 
thereafter, from when Congress adjourns, unless otherwise provided 
by law. 
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Of course, when Congress adjourns late, many of the page boys stay 
here and go to school. Therefore, the school has to be open. 

Mr. Rooney. Is it. the theory that they would have to go to school, 
and either they go to the Capitol Page School or they would go to a 
District school, where Congress would contribute toward their educa- 
tion through the District of Columbia appropriation bill? 

Mr. Livinesron. In other words, if the page school was stopped 
at the end of the Congress, then the boys would be going 6 months to 
one school and 6 months to another school, which may be hard 
their education. 

Mr. Roonry. It would be impractical and unwieldy to suspend 
the school for 6 months, and reopen it each year de novo? 

Mr. Livineston. The differences in the expenses would be very 
little, because you would still have to reimburse the District of 
Columbia. 

Mr. Rooney. Thank you, Mr. Chairman. 

Mr. Norretyi. Mr. Horan? 

Mr. Horan. It would not save any money by disbanding the school? 

Mr. Livinaesron. No, sir. 

Mr. Bow. No questions. 

Mir. Norrety. Are there further questions? 


SALARIES 


Mr. Livincston. Mr. Chairman, we would respectfully request 
your committee to add some language in this supple mental, brought 
about by the Comptroller General’s decision as of February 15, 1957. 
In that, the Comptroller General ruled that we, the legislative employ- 
ees, are not held to a ceiling of $14,800. Therefore, it increase ‘d the 
salaries of some of our employees by a very small amount. 

All the appropriations could absorb it except the Official Reporters 
of Debates, and therefore, in that appropriation we will be short $45 
this vear, so we request that language be put in the supplemental bill 
authorizing us to transfer $45 from our miscellaneous items, contingent 
funds, to that appropriation, but inasmuch as it was such a small item, 
we did not think we would ask for a supplemental appropriation for 
that. 

Mr. Norrevy. Off the record. 

(Discussion off the record.) 

Mr. Norrexu. I desire that you not make a request for any item 
that is not absolutely necessary, but, if it is necessary, then we will 
consider it. 

Mr. Livinesron. I might say, Mr. Chairman, that is a necessity. 

Mr. Norrevu. Are there questions? If not, thank vou, gentlemen. 

Are there any further suggestions, Mr. Rooney? 

Mr. Rooney. No, thank vou, Mr. Chairman. 

Mr. Norrewu. If not, let me thank you for your testimony. | 
believe that will conclude our hearings. 


1000 5 
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Monpay, Apri 8, 1957. 
GOVERNMENT PRINTING OFFICE 


WITNESSES 


FELIX E. CRISTOFANE, COMPTROLLER 
CHARLES E. FINCHER, ASSISTANT COMPTROLLER 


HARRY J. HUMPHREY, ASSISTANT COMPTROLLER AND CHIEF, 
COMPUTING SECTION 


CONGRESSIONAL PRINTING AND BINDING 


Mr. Norrevu. We will take up next the deficiency item in House 
Document No. 115 for $1,300,000 for congressional printing and bind- 
ing for 1956. ‘The original request for 1956 was $9,200,000, which 
Congress reduced to $8,800,000, and in May 1956 you requested 
$400,000 additional for 1956, which was granted, which made a total 
of $9,200,000. We will insert your prepared statement at this time. 

(The matter referred to follows:) 


GOVERNMENT PRINTING OFrFICE DEFICIENCY APPROPRIATION ESTIMATES FOR 
CONGRESSIONAL PRINTING AND BINDING, FiscAL YERAR 1956 


A review of the incompleted orders as of February 28, 1957, which were obligated 
in the fiscal year 1956 for congressional printing and binding indicates that an 
additional appropriation of $1,300,000 will be required to cover the cost of the 
remaining outstanding obligations. 

The volume of all classes of work has exceeded our estimates with the exception 
of miscellaneous printing and binding and the supplements to the Code of Federal 
tegulations. Most of the increased fund requirements will be needed for the 
large volume of hearings and miscellaneous publications orders still in production. 

Kight million eight hundred thousand dollars was originally appropriated for this 
vear’s work, a reduction of $400,000 below our estimate. In June 1956, Congress 
appropriated an additional $400,000, bringing the appropriation for this year to 
$9,200,000. Estimates of the remaining outstanding orders amount to 
$1,377,659.80, for which we have available funds of $77,659.80. This will bring 
the requirements for this year to $10,500,000. 

The following table shows the original allotments for the appropriation for the 
fiscal year 1956, the expenditures for fiscal year 1956 work through February 28, 
1957, the funds available as of February 28, 1957, for the outstanding orders for 
the fiscal year 1956, the revised allotments for the fiscal year 1956, the total esti- 
mated expenditures for the fiscal year 1956, and the estimated deficiency require- 
ments for the fiscal year 1956: 
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(1) Congressional Record.—The total charges for the daily edition and index of 
the Congressional Record amounted to $1,344,611.10 for work ordered in the 
fiscal year 1956. The bound Record which is still in production has been esti- 
mated at $355,479.04, bringing the estimated requirements to $1,700,090.14 for 
the fiscal year 1956. An estimated deficiency of $355,479.04 now exists for this 
class of work as no funds are available for completing this work. 

(2) Miscellaneous publications.—The expenditures for miscellaneous publica- 
tions amounted to $1,208,689.50 through February 28, 1957. It has been esti- 
mated that the incompleted orders will cost $413,869.11. This will bring the 
fiscal year 1956 requirements to $1,622,558.61 for this item, creating a deficiency 
$413,869.11 as no funds are available for completing this work. 

(3) Miscellaneous printing and binding.—No additional funds are requested for 
this item. Sufficient funds are available for completing the remaining unbilled 
orders estimated at $5,264.07 

(4) Publications for international exchange.—The total charges through Febru 
ary 28, 1957, amounted to $81,666.28. It has been estimated that $18,333.7: 
will be required for the remaining outstanding orders resulting in an estimat 
requirement of $100,000. Funds are available to cover the estimated cost of t 
outstanding orders for this work. 

(5) Franked envelopes and document franks.—The expenditures for this item 
amounted to $240,932.59 through February 28, 1957. Funds are available for 
the one outstanding order estimated to cost $103.50. 

(6) House and Senate Calendars.—$546,498.27 was expended for this item for 


the fiscal year 1956 work. There are no outstanding orders in this category of 
work. No funds are requested for this item. 
7) Bills, resolutions, and amendments.—The total requirements for this work 


amount to $887,906.77 including unfinished orders totaling $33,228.59. Suffi- 
cient funds are available for the outstanding orders which were still in production 
February 28, 1957. 

(8) Committee reports—The charges for committee reports amounted to 
$466,520.76 for the fiscal year 1956. All fiscal year 1956 orders have been billed 
on this item. No additional funds are requested for this work. 

(9) Documents.—The total estimated requirements for this item amount to 
$408,905.60 for the fiscal year 1956 including unfinished orders estimated at 
$117,154.98. No fiseal year 1956 funds are available to complete these orders, 
and it is therefore necessary to request $117,154.98 for the outstanding orders. 

(10) Hearings.—The expenditures for hearings through February 28, 1957, 
which were ordered in the fiscal year 1956 amounted to $2,408,976.22. The esti- 
mated cost to complete the unfinished hearings ordered in the fiscal year 1956 
amounts to $411,336.39, making a total estimated requirement for this work of 
$2,820,312.61. No funds are available to complete these orders, and it is there- 
fore necessary to request $411,336.39 to cover the estimated cost to complete 
this class of work. 

(11) Federal Register and United States Government Organization Manual.—The 
expenditures for this item were $512,607.55 for all fiscal year 1956 work. No ad- 
ditional funds are being requested for this item. 


(12) Supplements to the Code of Federal Regulations.—The total estimated re- 
quirement for this item amounts to $228,257.80 including an estimate of $22,890.40 
for incompleted work; $20,729.92 is available for the incompleted work, leaving 


a deficiency of $2,160. 18 to complete this class of work. 


Mr. Norretu. We will be glad to hear from you at this time on the 
additional $1,300,000 requested. 

Mr. Cristorane. All right, sir. 

In accordance with section 1311 of the Supplemental Appropriation 
Act of 1955, which requires that we set up obligations in the year in 
which the order was placed, it was necessary to make a review as of 
June 30, 1956, of the unobligated balance of the appropriation for 
printing and binding, ‘Congressional printing and binding” appro- 
priation, for fiscal year 1956. 

As of that date we estimated that this appropriation would be 
overobligated by the amount of $753,910. This was based on costs 
incurred on unfinished printing and binding work ordered by Congress, 
and the estimated cost to complete such unfinished work. 
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Another inventory was taken as of February 28, 1957, regarding 
the status of outstanding orders for work ordered by Congress duri ing 
fiscal year 1956. The volume of this work has increased beyond our 
original estimate to such an extent that this overobligation now 
amounts to $1,300,000. 

The overobligation of the appropriation is due to the fact that the 
Government Printing Office only has custody of the funds appropriated 
but no control over the volume of printing and binding work that the 
Congress may order. The Comptroller General has made an evalua- 
tion of this condition in his letter to the Appropriations Committees 
of the House and Senate of February 26, 1957 (copy attached) regard- 
ing his examination of the reports submitted by the Government 
Printing Office under section 1311 of the Supplemental Appropriation 
Act, 1955, with respect to funds under our control as of June 30, 1956. 

The following is cited from a letter written to the Comptroller 
General on October 19, 1956, regarding this matter: 


In view of these circumstances, it is believed that some other type of appro- 
priation would be more adaptable to this program; e. g., an “‘indefinite’’ appro- 
priation which could be augmented from vear to year by congressional action. 
I feel that remedial action is necessary if we are to avoid any recurrence of the 
problems of the type which have developed with respect to 1956 and would like 
to obtain your views upon this matter. 


rn ‘ ‘ oe > . 1 QP ~ oy cs ° 

The Comptroller General (B123964—-November 27, 1956) replied 
as follows: 

Regarding the suggestion in your letter that some other type of appropriation 
might be more adaptable this appears to be a matter for consideration by the 
Congress itself. However, it would appear that the inclusion in the annual 
appropriation for each succeeding fiscal year of a provision such as that referred 
to in the preceding paragraph—making the current appropriation available for 
obligations incurred during prior fiscal years—would provide a possible solution 
to the problem, 


In order to remedy this situation in the future, the proposed lan- 
gcuage for the appropriation for the fiscal year 1958 contained in the 
budget document has been amended to read: 


“Provided further, That this appropriation shall be available for the payment of 
obligations incurred under the appropriations for similar purposes for preceding 
fiscal vears.”’ 
COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., February 26, 1957 
Hon. RayMonp BLATTENBERGER, 
Public Printer, Government Printing O flice 

Dear Mr. Biatrensercer: Herewith is a copy of our report submitted today 
to the chairmen of the Senate and House Committees on Appropriations covering 
our examination of the reports which you submitted under section 1311 of the 
Supplemental Appropriation Act, 1955, with respect to funds under the control 
of the Government Printing Office as of June 30, 1956. 

Sincerely yours, 

JosepH CAMPRELL, 
Con ptrol er General of the United States 

COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., February 26, 196 

Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Re prese ntalives. 

Dar Mr. CHarRMAN: The General Accounting Office has examined the reports 
submitted to the Comptroller General of the United States by the Public Printer 
under section 1311 of the Supplemental Appropriation Act, 1955, relating to 
appropriations and funds under the control of the Government Printing Office 
as of June 30, 1956. Copies of these reports also were required to be submitted 
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to the Chairmen of the Committees on Appropriations of the Senate and House of 
Representatives and to the Director of the Bureau of the Budget 

Our examination was directed at testing the accuracy and validity of the obli- 
gated but unexpended balances and the unobligated balances reported in the 
appropriation accounts and the amounts reported as unliquidated obligations in 
the revolving fund. It is our opinion that the reports present fairly the status of 
the appropriation accounts and the unliquidated obligations in the revolving fund 
as of June 30, 1956, in conformance with the provisions of the applicable law and 
regulations. 

The overobligation at June 30, 1956, of $753,910 in the appropriation for print- 
ing and binding for the Congress for fiscal year 1956 was based on the cost incurred 
to that date on unfinished printing and binding work orders and the estimated 
costs to complete such unfinished work. The overobligation of the appropriation 
is due to the fact that the Government Printing Office has no control over the 
volume of printing and binding work that the Congress may request. In reply 
to his request for an opinion from this Office, the Publie Printer was informed that 
the appropriation for printing and binding for the Congress for fiscal year 1957 is 
not available for use in liquidating obligations for work undertaken in fiscal year 
1956 and that the usual procedure is to submit to the Congress a request for a 
deficiency appropriation to cover the amount of obligations that are chargeable 
to the exhausted appropriation. It was suggested to the Publie Printer that, in 
order to obviate any delay in the procurement of available funds, he might prefer 
asking the Congress for authority to use a current appropriation in the liquidation 
of such obligations. This could be accomplished by inserting in a pending appro- 
priation bill a provision to the effect that the current appropriation shall be avail- 
able also for the payment of obligations legally incurred under the appropriation 
for similar purposes for preceding fiscal years. 

A similar letter is being sent today to the chairman of the Senate Committee on 
Appropriations. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States 


Mr. Norretu. Do you have any further statement to make? 

Mr. Cristorane. I have copies of the letters. 

Mr. Norre tt. I notice that during the current year we appro- 
priated $9,200,000. How much has been actually expended, so far 
as you can tell, at this time? I would like the latest available data. 

Mr. Humpnurey. $77,659.80. 

Mr. Norretu. And the date of that? 

Mr. Humpurey. February 28, 1957. 

Mr. Norretu. I believe you reported last vear that you had out- 
standing obligations of $753,910 at the end of the fiscal year 1956 
under this item. Is that correct? 

Mr. Humpnrey. That is what we estimated as of June 30, 1956; 
yes, sir. 

Mr. Rooney. Mr. Chairman, would you permit me to suggest that 
I think there might be a misunderstanding here? You asked the 
question as to how much has been actually expended as of the last 
available date, and the answer was $77,000. You meant that vou 
had spent all but $77,000; is that correct? 

Mr. Humpnurey. That is correct. 

Mr. Norre tu. If you now estimate a deficiency of $1,300,000, how 
is it that this amount is almost double the original estimate? What 
has happened that would cause that to be almost double? 

Mr. Humpurey. Well, we estimated the amount as of June 30, and 
at that time there were a number of jobs that had been obligated in 
the fiscal year 1956 that had merely been started—hearings, et 
cetera. That was the best we could do at that time. Now we have 
accrued a lot of costs against these jobs, and it shows that our esti- 
mate was far below the figure that we need now. 
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We now have more accurate costs; we now have made a further 
study, and we still have approximately 175 jobs remaining unfinished 
as of February 28, 1957. 

Mr. Norre.u. So you figure that you will have expended, not onlv 
$9,200,000 that was authorized for fiscal year 1956, but an addi- 
tional amount of $1,300,000? 

Mr. Humpnrey. Yes, sir. 

Mr. Norrevi. You are sure you are going to need that much 
money, and if so, why is that necessary? 

Mr. Humpurey. Well, as you know, we have a number of large 
hearings that were started in fiscal vear 1956 that are still running. 

Mr. Rooney. For instance? 

Mr. Humpnrey. I think the one is on the subversive activities. 
We have 14 jobs that are still in process that were started with an 
order from the Congress in fiscal vear 1956. That is one of the 
fields where we are not able to estimate very accurately the length 
of a hearing. We underestimated those back in June 30 considerably. 

Mr. Norreuu. So, all told, you think you are going to need 
$10,500,000 for “Congressional printing and binding’ during this 
fiscal vear? 

Mr. Humpurey. From the best that we can estimate during 
fiscal vear 1956. 

Mr. Norreiz. Mr. Rooney? 

Mr. Rooney. I am looking at the letter of the Comptroller General 
of the United States to the chairmen of the House and Senate Appro- 
priations Committees, and at the beginning of the third paragraph 
we find this: 

The overobligation at June 30, 1956, of $753,910 in the appropriation for “Printing 
and binding for the Congress” for fiseal year 1956 was based on the cost incurred, 
et cetera. 

How does that figure, $753,910, now wind up in a supplemental of 
$1,300,000? 

Mr. Humpurey. Originally, if that estimate had been correct 

Mr. Rooney. You mean the Comptroller General’s Office was 
wrong? 

Mr. Humpnrey. No. We estimated the amount in the GPO and 
furnished him the information. 

Mr. Rooney. Was the figure that you furnished him $753,910? 

Mr. Humpnurey. Yes, sir. 

Mr. Rooney. How did it get to be $1.3 million? 

Mr. Humpenrey. As of June 30 we had very little information on 
some of the outstanding orders as of that date and we merely under- 
estimated it. 

Mr. Rooney. It was only 5 or 6 weeks ago that this letter was 
written by the Comptroller General, and you had not yet informed 
him that there was a difference in figures between the $753,000 and 
$1.3 million. If I am wrong in this, please tell me and point out 
wherein [ am in error. 

Mr. Crisroranr. They had gotten the information considerably 
prior to that time. Since that time, as of the 28th of February, we 
made a resurvey. 

Mr. Rooney. You only found out about this overage as between 
$753,000 and $1.3 million in the past 5 or 6 weeks? 
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Mr. Humpurey. What happened, I believe was in developing this 
$753,910 figure, it was done to satisfy section 1311 of Public Law 663. 
In doing that, we had very little information to go on, and a limited 
amount of time to develop the figure. When we determined that we 
were already in the hole on our appropriation, Congress was out of 
session. 

It was too late to come back and ask for the money, So we felt that 
the later the information, the more accurate it would be. In other 
words, we would have more complete billing information; a lot of the 
jobs that we estimated would be actual billings. 

Mr. Roonry. When did you get the figure $1.5 million? 

Mr. Humpnrey. We did that as of February 28. We did it in 
March. 

Mr. Rooney. Of 1957? 

Mr. Humpurey. 1957; ves, sir. 

Mr. Rooney. So that the answer to my question is that you have 
deve ‘loped this overage as between $753,000 and $1.3 million within 
the Jast 5 or 6 weeks? 

Mr. Humpnurey. No, sir. 

Mr. Rooney. Seven weeks? 

Mr. Humpurey. It developed between the time that we reported 
the information for section 1311, and February 28, 1957. 

Mr. Rooney. Certainly you had not notified the Comptroller 
Gene ‘ral that the figure you gave then, $753,910, was wrong, and should 
be $1.3 million, previous to Fe bruary 2 28, 1957, which would be 5 weeks 
ago. 

Mr. Crisrorane. We made the study in March 1957, and they used 
the figure we furnished which was as of June 30, 1956. The figure as 
of June 30, 1956 was worked up some time in July. 

Mr. Roonry. You gave it to them along about last July? 

03 CrisToraNne. I believe it was about then. 

Rooney. And they wrote a letter in which thev referred to a 
oar of $753,000 as recently as 5 weeks ago. 

Mr. Cristorane. Yes, sir. That figure was as of June 30, 1957. 

Mr. eee You mean 1956, do you not? 


Mr. CrIstoFANE. Yes, sir; 1956. 
Mr. i That is all, Mr. Chairman. 
Mr. Norrevu. Mr. Horan? 


Mr. Horan. Do I understand that what you are asking for here is 
an indefinite appropriation, the capital structure of which is to be 
re pase’, by appropriations? 

Mr. CrisTOFANE Not in this submission, but in the appropriation 
submission for 1958 we have included a request for such language in 
order to prevent a repetition of this condition in the future. 

Mr. Horan. That will be before our committee this year, and you 
are just explaining it now? 

Mr. Cristorane. Yes, sir. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Norretu. Thank you, gentlemen. 

We will take the matter under consideration 
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SUBCOMMITTEE ON DEPARTMENTS OF LABOR AND HEALTH, 
EDUCATION, AND WELFARE, APPROPRIATIONS 


JOHN E. FOGARTY, Rhode Island, Chairman 


HENDERSON LANHAM, Georgia JOHN TABER, New York 
WINFIELD K. DENTON, Indiana MELVIN R. LAIRD, Wisconsin 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
WepnNesbDAyY, ApriL 10, 1957. 
FREEDMEN’S HospIraL 


WITNESSES 


DR. CHARLES E. BURBRIDGE, SUPERINTENDENT, FREEDMEN’S 
HOSPITAL 


DR. PAUL B. CORNELY, MEDICAL DIRECTOR, FREEDMEN’S HOS- 
PITAL 


HENRY H. BAIRD, BUDGET AND FISCAL OFFICER, FREEDMEN’S 
HOSPITAL 


DR. JOHN W. CRONIN, CHIEF, BUREAU OF MEDICAL SERVICES, 
PUBLIC HEALTH SERVICE 
JAMES F. KELLEY, DEPARTMENTAL BUDGET OFFICER 


Mr. Focarry. The committee will come to order. 

We have before us now the supplemental request for Freedmen’s 
Hospital. Dr. Burbridge, do you have a statement? 

Dr. BursripGe. Yes, sir. 

Mr. Fogarty. You may proceed. 


GENERAL STATEMENT 


Dr. Bursriner. Mr. Chairman and members of the committee, 
Freedmen’s Hospital is requesting consideration of a supplemental 
appropriation for fiscal year 1957 in the amount of $60,200. 

This appropriation is to provide funds for 3 specific items, namely: 
23 additional nursing positions, $13,800; repair and renovations to 2 
elevators, $20,000; and the purchase of a fluoroscopic radiograph 
unit, $26,400. 


NURSING PERSONNEL 


The request for 23 nursing positions is being made in order to 
relieve a critical staffing situation in the general hospital. The 
hospital had intended to attempt continued operation through the 
current fiscal year with present staff allowances. However, because 
of several outbreaks of diarrhea in the newborn nurseries and other 
problems created by inadequate nursing staff having occurred, it has 
become necessary to give immediate attention to this serious con- 
dition. 


ELEVATOR REPAIR 


A recent fire in the controls of one of the elevators in the tuberecu- 
losis annex necessitated a survey of this equipment by representatives 
of the Public Health Service and Public Buildings Administration. 
It has been recommended that all controls and faulty wiring be 
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replaced in these elevators in order to prevent a possible recurrence 
of fire. 
REPLACEMENT OF X-RAY EQUIPMENT 


The fluoroscopic X-ray unit in the general hospital, for which 
funds are being requested for replacement, is obsolete, in need of 
constant repair, and presents a hazard from radiation and shock to 
both patients and personnel using this equipment. A survey of this 
equipment indicated that it is beyond the point of economical repair 
and should be retired from use. There are no funds in the 1957 or 
1958 budget for this purpose. 

It is hoped that all of the aforementioned items will receive the 
favorable consideration of this committee since they have a direct 
relationship to safe patient care through the elimination of obvious 
hazards to both patients and personnel. 


ACTION ON ORIGINAL 1957 BUDGET 


Mr. Focarry. Thank you. 

Will you refresh my memory and tell us just what happened to your 
request for 1957? Did you get everything you asked for in 1957? 

Dr. Bursripce. The current fiscal year? 

Mr. Foaarry. Yes. 

Dr. Bursprince. What happened to that after presentation to the 
Congress? 

Mr. Focarry. Yes. 

Dr. Bursrivce. We got the full amount, $2,755,000. 

Mr. Focartry. But you did not know at that time the need for any 
of these things that you are asking for now? 


X-RAY EQUIPMENT 


Dr. BursrinGe. No, sir; we did not. Of course we knew that the 
X-ray equipment to whic h we have made reference was an old piece 
of equipment, but it was not until February of this year that the 
chief radiologist said it was a serious hazard to both patients and 
personnel, and we were so impressed by the urgency of it that we 
suggested a supplemental. 

Mr. Focarty. How old is it? 

Dr. Bursrince. The equipment is approximately 10 years old. 

Mr. Focarry. Is that the life of equipment like that? 

Dr. BursprinGe. The life of equipment varies from 10 to 15 years. 
It would have had to be retired at least in the next 2 vears if we had 
not run into this problem. 

Mr. Focarry. You say it presents a hazard to both patients and 
personnel using this equipment? 

Dr. BurprinGe. Yes. 

Mr. Focarry. Will vou explain the danger to a person using this 
equipment? 

Dr. BursrinGe. I think perhaps Dr. Cornely could explain that 
better than I. 

Dr. Cornezy. I happen to have the statement from the radiolo- 
vist here which I would like to read to you. 
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First of all, the present machine is outdated, obsolete. The fluoro- 
scopic tube does not meet the Federal specifications of being non- 
shockproof. 

Mr. Focarry. Could you sum it up in one paragraph and tell it in 
language I can understand? 

Dr. Cornety. The three things are these: 

(1) It does not meet the specifications of the Bureau of Standards. 

(2) There is the possibility of excessive radiation to both the patient 
and the medical staff. 

Mr. Focartry. What effect does that have on a person? 

Dr. Corney. It gives rise to certain conditions. It may cause 
destruction of the blood cells, sterilitv, burns, and other abnormalities. 

Mr. Fogarty. I see. 

Dr. Cornety. And (3) there is the problem that it is not possible 
to get good diagnostic pictures consistently so that we have to repeat 
the procedures to get good diagnostic results. This increases the risks 
of excessive radiation to patients and personnel. 


ELEVATOR REPAIR 


Mr. Focarty. In connection with your request for elevator repair, 
vou had no indication prior to the last few months that something had 
to be done with these elevators? 

Dr. Burrriper. No, sir. These elevators were installed about 
1940. At that time there was a critical shortage of real good materials 
for that type of work due to the war. Since that time this equipment 
has just not held up. We were not aware of that fact until such time 
as one of them caught on fire a few months ago. After the survey, 
the technical man who examined this equipment stated that the 
shielding and insulation of wires that carry electricel power of high 
potential were such that it was no longer safe, and the difficulty that 
occurred in the one that is now out of service might conceivably occur 
in the second elevator, which is the reason for the urgeney. In other 
words, we are operating 1 elevator now instead of 2, and the one that 
we are operating has the same tvpe of wiring that did not hold up in 
the one that did catch on fire. 


NURSING PERSONNEL 


Mr. Fogarry. You are requesting 23 additional nursing positions 
at a cost of $13,800. Why was not that included in the request for 
1957? 

Dr. BureripvGr. The additional request for personnel, Mr. Chair- 
man, was originally projected in 1957, as I recall. 

Mr. Focarry. You mean by you people to the Department, or by 
the Department to the Bureau of the Budget? 

Dr. BurnrivGe. I think it was by the Department to the Bureau 
of the Budget. 

Mr. Focarry. And the Bureau of the Budget cut it back? 

Mr. Bairp. They did not grant the full allowances. What we have 
done is to project in the suy »ple mental the same allowances that were 
included in the 1958 ap propristion. We are asking now to employ 
the nursing personnel that is in our 1958 estimate. We are asking 
that they be employed 2 months earlier to relieve the critical staffing 
problem we have there. 
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Mr. Fogarty. Can you get the nurses? 

Mr. Bairp. We are in hopes of getting them. 

Mr. Focartry. You have not had any trouble recruiting them? 

Dr. Bursripar. All these positions are not staff nursing positions; 
16 are nursing assistants, and the rest are professional staff nurses. 

Mr. Focarry. Sixteen assistants? 

Dr. Bursripan. Yes. 

Mr. Foaarty. And seven staff nurses 

Dr. Bursripae. Yes. 

Mr. Focarty. It is easier to get the assistants than the staff 
nurses? 

Dr. Bursringe. Yes, sir. 

Mr. Fogarty. I am in sympathy with your request, but it does 
seem most unusual when you come in with requests that were not 
included in the regular budget for 1957, and we gave you everything 
you asked for, when there are no new laws you have to administer, 
no increase in your patient load—nothing changed to indicate you 
need more employees than when your 1957 budget was sent to us. 

Dr. Bursripcr. We did not know of the need for two of these 
items—elevator repairs and X-ray equipment. 


ELEVATOR REPAIRS 


Mr. Focarry. The fire in the elevator was in November. Why 
has it taken so long to get a supplemental request for something that 
happened 6 months ago? 

Dr. Bursrivce. The technical people had to come look at it, the 
Public Health Service first, and then they felt they should bring in 
experts from the Public Buildings Administration, and they came in 
and made a survey. Then we had the intervening holidays, of course, 
and we received a report on this I think on January 28. 

Mr. Ketiy. We did not know it in time that it could be reflected 
for transmission in the President’s budget. But had we known it 
pe it would not have come here faster because the first request 
for supplemental appropriations, outside of the urgent deficiency bill, 
was transmitted the 12th of March, and this was included at that time. 

Mr. Fogarty. You mean it was not important enough to put in 
the urgent deficiency bill? 

Mr. Kettuy. Only the items that were known to be urgent at that 
time were put in. 

Mr. Focarry. Have these budget requests taken into c onsideration 

the possible merger of Howard University and Freedmen’s Hospital? 

Dr. Burrripce. My answer to that would be these items would be 
needed in the event either of transfer or nontransfer. 

Mr. Fogarty. Whether you stay as you are or combined with 
Howard, they still are needed? 

Dr. BuRBRIDGE. Yes. sir. 

Mr. Focartry. Mr. Taber. 
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PERSONNEL 


Mr. Taser. How many people do you have on the rolls now? 

Dr. BursripGre. We have an average employment ceiling of 626, 
and as of our last civil service report as to on-duty personnel, all 
positions were filled. 

Mr. Taser. How many do you expect to put on now? 

Dr. BursripGe. We were expecting to put on a total of 23 for the 
balance of the year. 

Mr. Taser. That makes 649. Why do you give us a statement at 
page 5 of your justifications that shows, “number of employees at the 
end of the year, 800’’? 

Dr. BursrinGe. This figure includes training positions as well as 
full-time positions. We are talking in this estimate only of full-time 
positions, Mr. Taber. 

Mr. Taser. The ones you are asking for are all full-time positions? 

Dr. BursrinGe. Yes, sir. 


OBLIGATIONS 


Mr. Taser. What is the status of your funds as of the Ist of April? 

Mr. Barro. We had an unobligated balance of $9,800. 

Mr. Taper. $9,800 as of the Ist of April? 

Mr. Bairp. Thatisasof March 31. The total obligations amounted 
to $2,865,406. 

Mr. Ketiy. Mr. Taber, the statement of the $9,800 was on the 
basis that the money had been apportioned by quarters, and that 
portion of the funds apportioned for the third quarter has $9,800 
remaining. ‘They still have the apportionment for the fourth quarter. 

Mr. Taper. How much is that? 

Mr. Barro. The total is $3,845,000. 

Mr. Taser. And your obligations for the first three quarters ran 
how much? 

Mr. Bairp. $2,865,406. 

Mr. Taner. That means you have left to obligate in the rest of the 
vear $979,594, and that is $22,000 above your going rate, that is, the 
average of your obligations for the first three quarters. It looks like 
you have some money that could be applied toward these extra 
expenses. 

Dr. BursrivGe. I might be able to explain part of that, Mr. Taber. 

Mr. Barrp. I might say the planned rate of expenditures for the 
fourth quarter is somewhat greater than the average for the first three 
quarters we have projected there. 

Mr. Taser. I understand that. What do you expect your expendi- 
tures to be? 

Mr. Bartrp. We expect to obligate the $3,845,000, sir, the full 
amount. 

Mr. TasBrer. You do? 

Mr. Barro. Yes; we do. 

Mr. Taser. You will be going at a higher rate of expenditures in 
the last quarter than you did in the first three to the tune of $22,000, or 
$24,000. I was wondering if that difference would not take care of 
part of vour requirements. 

Dr. BursrinGe. No,sir. The way this requirement for the supple- 
mental funds was calculated, we did not find any available funds we 
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could use to offset what we are asking for; otherwise we would not 
have presented to this committee a request in this amount. The 
anticipated expenditures for the last quarter are higher than for the 
preceding quarters. 

Mr. Taser. How much higher? 

Mr. Barro. We projected the obligation of the full allotment, 
which would be the $22,000 you have calculated there. 

Mr. Taser. That would be $979,000. Is that it? 

Mr. Barrp. Yes, sir. 

Mr. Taser. Without taking care of any of these things you are 
talking about? 

Mr. Barro. Yes, sir. There are certain equipment purchases and 
supplies we will have to make in the fourth quarter that were not 
obligated in the first three quarters. 

Mr. Taser. That is all I have. 

Mr. Focarry. Thank vou very much. 


Wepnespbay, AprRit 10, 1957. 
Puspiic HEALTH SERVICE 
WITNESSES 


DR. KENNETH R. NELSON, CHIEF, DIVISION OF HOSPITALS 
ACCOMPANIED BY 

DR. JOHN W. CRONIN, CHIEF, BUREAU OF MEDICAL SERVICES 

ROY L. HARLOW, CHIEF FINANCE OFFICER 

JULIUS ROSEN, BUDGET EXAMINER 

JAMES F. KELLY, DEPARTMENTAL BUDGET OFFICER 


HospiraALs AND MepicaLt CARE 


Mr. Focartry. The committee will come to order. 

The next item is “Hospitals and medical care,’’ under the Public 
Health Service. 

Dr. Nelson, are you ready with a statement on that item? 

Dr. Netson. Yes, Mr. Chairman. 

Mr. Fogarty. You may proceed. 


GENERAL STATEMENT 


Dr. Nexson. Mr. Chairman and members of the committee, there 
has been submitted for your consideration a request for supplemental 
funds in the amount of $1,260,000 for the fiscal year 1957. These funds 
are needed to finance recently enacted legislation and other expenses, 
as follows: 


1. Hospitalization of dependents and retired personnel under Public 


Law 569, Dependents’ Medical Care Act $580, VOU 
2. Federal matching of social-security payments for commissioned 

officers under Public Law 881, 84th Cong__ 60, OOU 
3. Wage-board increases 156, OOO 
4. Restoration of 131 positions eliminated in 1957 as a result of the 

occurrence of large, unbudgeted items of expense 76, OOO 
5. Urgently needed equipment and supplies__......_..--_-_.---- 388, 000 


Total; Li./. 1. 260, 000 
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The first two items (‘‘Dependents’ medical care’’ and ‘Social secu- 
rity matching’’) are necessary to implement recent legislation. The re- 
maining items (wage-board increases, restoration of 131 positions, and 
the procurement of equipment and supplies) result from the absorp- 
tion of large, unbudgeted items of expense occurring principally in 
1957. 

Their absorption has had considerable adverse effect on the hos- 
pitals’ operation and resultant patient care. Approval of the request 
will aid materially in helping to restore the hospitals’ operation more 
nearly to the level which could have been obtained had not these un- 
usual expenses occurred. 

As testified during hearings before your committee on our 1958 
budget, the need for the request is supported by the findings in a group 
of evaluation studies conducted in October 1956 at five of our hos- 
pitals. Ordered by the Surgeon General, these surveys were per- 
formed by experts from outside the Federal Government who are 
recognized specialists in hospital administration and operations. The 
overall aim of these studies was to obtain an objective evaluation of 
the level of hospital and medical care rendered in the five Public 
Health Service hospitals, as well as the adequacy and utilization of 
personnel, equipment, and supplies. They concluded that there were 
many essential modern -day services which were not provided patients 
at all, and that prese nt staffs had reached their breaking point in trying 
to provide quality care with their present resources. The minimal 
supplies and equipment available, combined with some obsolescent 
physical facilities, mitigated against a quality level of care. 

Mr. Fogarty. Thank you, Doctor. 

You have just stated in your opening statement that the first two 
items: (1) “Hospitalization of dependents, and retired personnel,” 
under Public Law 569, Dependents’ Medical Care Act, $580,000; and 
(2) Federal matching of social-security payments for commissioned 
officers under Public Law 881, 84th Congress, $60,000, are mandatory. 
It looks to me as if the first three items, which would include wage 
board increases of $156,000, would be so-called mandatory items, and 
the other two would not be. 

Mr. Keuiy. That is correct, Mr. Chairman. The wage board item 
is equally a mandatory item. 

Mr. Focarry. That is the way I would look at it and not the way 
you have justified it. 

Dr. Newson. Yes, sir. 


ADDITIONAL POSITIONS 


Mr. Focarry. Then you are asking for the restoration of 131 posi- 
tions eliminated in 1957 as a result of “the occurrence of large, un- 
budgeted items of expense, $76,000.’’ What was the original request 
for 1957 in terms of positions? 

Dr. Neuson. The total request for positions was 6,926 positions. 


TOTAL EMPLOYMENT ESTIMATED IN 1957 BUDGET 


Mr. Fogarty. How many did you estimate at that time would be 
on the payroll at the end of the year? 
Mr. Rosen. I do not believe we have that here. 
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Mr. Foaarry. As I look at your 1957 request for positions, you 
expected to have 6,484 employees at the end of the 1957 fiscal year. 
That is shown on page 682 of the President’s budget for 1957. 

(The table from the President’s budget for 1957 is as follows:) 


Obligations by objects 


Subject classification 1955 actual | 1956 estimate | 1957 estimate 
Total number of permanent positions _ | 7, 042 | 6, 926 6, 926 
Full-time equivalent of all other positions | 142 | 142 142 
Average number of al] employees 6, 453 6, 400 6, 400 
Number of employees at end of year__- . ‘ a 6, 537 6, 484 | 6, 484 


TOTAL EMPLOYMENT IF SUPPLEMENTAL APPROVED 


Mr. Foearty. If you are granted this request, how many em- 
ployees would you expect to have at the end of this fiscal year? What 
would be the number of employees at the end of this fiscal year com- 
pared to the number in the original 1957 budget? 

Dr. Netson. Our current full-time employment is 6,083 and with 
the addition of these 131 positions we would have an employment of 
6,214. 

Mr. Focarry. How do those figures compare with the figures 
given us on page 4 of your justifications? 

(The table referred to on page 4 of the justifications is as follows:) 


Obligations by objects 


Object classification Presently | Revised Difference 
ivailable estimate 
Total number of permanent positions 6, 414 6, 545 +131 
Full-time equivalent of all other positions 113 113 
Average number of all employees 6, 275 6, 295 L 2) 
Number of employees at end of year 6, 470 6, 601 4.13] 


Mr. Rosen. Mr. Chairman, it would not come up to the figure that 
is stated in the budget on page 4. 

Mr. Focarty. You mean page 4 of your justifications that we have 
before us is wrong? 

Mr. Rosen. The various figures on there refer to number of per- 
manent positions, average number of employees, and number at the 
end of the year. Sometime during the vear we will be above those 
figures and sometimes below. 

“Mr. Fogarty. What is the reason for this line “Number of em- 
ployees at end of year’? Why do you have that line here if it doesn’t 
mean any more than it seems to from this discussion? 

Mr. Rosren. This item is required in the preparation of the budget 
Those are the figures developed at the time we prepared the estimate. 
They would be the number on duty at the end of the vear. 

Mr. Focarry. At the time you prepared this budget you thought 
you would have 6,601 employees at the end of the year if vou were 
allowed the full amount of this request. Is that right? 


Mr. Rosen. Yes, sir. 
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Mr. Fogarty. Which would be 117 more than you originally re- 
quested for 1957. Is that correct? 

Mr. Rosen. Yes, sir. 

Mr. Fogarty. What is your revised estimate, then, of the number 
of employees at the end of the year if you are given the funds you 
are asking for? 

Mr. Rosen. 6,214 full-time employees. 

Mr. Focarry. That is a difference of about 400 employees. 

Mr. Rosen. Mr. Fogarty, I am not certain of this at the moment. 
I believe the number of employees as stated here includes part time, 
and the figures we have been talking to you about, of 6,214, refer to 
full time only. I think that is the difference. 

Mr. Focartry. How can we determine what you are asking for, then, 
if that is so? 

Mr. Rosen. I have data on full-time employment, and we can give 
that to you. 

Mr. Focarry. When the original budget for 1957 was before us, 
how were those figures compiled? Did they take into consideration 
part time or just full time or what? 

Mr. Rosen. I am not positive about that particular aspect of the 
part time. 

Mr. Ketuy. I wonder if we might submit a memorandum of clari- 
fication on these positions? I might say that after the budget was 
approved, authorizing so many positions and so much average em- 
ployment, the mandatory cost increases caused more than 100 posi- 
tions to be eliminated that could not be filled with the funds available. 
Thus the 1957 budget anticipated there would be 6,400 man-years of 
employment available for the operation of hospitals and the other 
activities under this appropriation; and with ,the currently available 
funds, and taking into consideration the mandatory increases, we will 
only be able to achieve 6,275 man-years—without the supplemental. 
Even with the supplemental reinstating these positions, we will only 
come up to 6,295 average employment, and will still be 105 man-years 
below that approved in the 1957 budget. 

(The following information was supplied:) 


ENp oF YEAR EMPLOYMENT DATA 


The item ‘‘Number of employees at end of year,” which is included in the budget 
estimates, consists of the sum of the following types of employees: 
1. All full-time employees, regular and temporary, on duty, or expected 
to be on duty, on the last day of a fiscal vear; 
2. All regular part-time employees on duty as of the last day of the fiscal 
year; and 
3. All w. a. e. (while actually employed) and intermittent employees who 
were on duty, or are expected to be on duty, at anytime during the last month 
of a fiscal year. 
This type of count, based on such a brief period of time, gives distorted weight- 
ing to intermittent and part-time employment over that of full-time employment. 
In the item, ‘‘Average number of all employees,” the uneven weighting of part- 
time, w. a. e., and intermittent employment is eliminated by converting them into 
equivalents of full-time employees. These full-time equivalents added to the 
average full-time employment provides the “Average number of all employees” 
which is the basis for our funding of personal-service costs. 
The following table compares the personnel data contained in the President’s 
budget for 1957 with the 1957 column of the 1958 budget, and the supplemental 
estimate for 1957: 


91009—537T———-7 
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Hospitals and medical care 


== | 


| 1957 column | 1957 column | 1957 supple- 


of 1957 | of 1958 | mental 
budget budget | budget 
Total, all activities: | 
Total number of permanent positions ; | 6, 926 | 6, 414 6, 545 
Full-time equivalent of all other positions 142 | 113 | 113 
A veraze number of all emplovees | 6, 400 | 6, 275 6, 295 
Nu™ ber of emplovees at end of year | 6, 484 6, 470 6, 601 
Full-time on duty June 30 6, 258 6, 162 6, 293 
Part-time and w. a. e. on duty June 30 } 226 308 308 
Operation of hospitals 
Total number of permanent positions 6, 038 5, 583 5, 714 
Full-time equivalent of all other positions 133 104 104 
Average number of all employees 5, 629 | 5, 498 5, 518 
Nu™ ber of employees at end of ear 5, 706 5, 686 5, 817 
Full-time on duty June 30 5, 496 5, 39 5, 425 
Part-time and w. a. e. on duty June 30 210 292 292 


Between the 1957 column of the 1957 budget and the 1957 column of the 1958 
budget the nu™ber of persons providing part-time and intermittent services, dur- 
ing the ™onth of June, based on our actual 1956 experience, is expected to increase 
by 82, from 226 and 308. However, the full-time eauivalent of these services 
drop from 142 to 113, for a reduction of 29 man-years of e~™ploy™ent. 

Full-time e™ployment at the end of the year, between these budgets, reflect a 
reduction of 96 employees, from 6,258 to 6,162. The reduction in full-time 
employment of 96 plus the reduction in the 29 man-years of part-time employ- 
ment provides a net reduction of 125 man-years of employment for the appro- 
priation. 

Within the hospitals activity, the decrease in the full-time equivalent of part- 
time e™ploy™ent by 29 man-years plus the reduction in 102 full-tirne employees 
represents a total decrease of 131 employees and positions. This corresponds 
to the 131 positions requested in the 1957 supple™ental estimate. 

Other activities within the appropriation provide increases of 6 man-years of 
employment. 


MANDATORY COST INCREASES 


Mr. Focarty. Can you give us a breakdown of all of these manda- 
tory costs that you felt you were obliged to absorb, and which resulted 
in a decrease in the number of positions? 

Dr. Netson. The Federal matching of social-security payments is 
a sum of $60,000. 

Mr. Foaarrty. For the full year 1957? 

Dr. Netson. No. That is for half a year. 

Mr. Foacarty. The first 6 months? 

Dr. Netson. The last 6 months. This is tied to the placing of the 
commissioned-officer medical personnel under the Social Security Act 
beginning on January 1. 

Mr. Focartry. How did that affect the number of positions? 

Dr. Netson. Our budget had already been set. This was a figure 
that we had to meet. We had to leave vacated positions unfilled, 
which is the only area from which we could recover funds to meet 
expenses of this character. 

As I testified before this committee on the 1958 appropriation, 80 
percent of the budget for hospital operations is for personal services, 
so when we have to make absorptions, we invariably have to make 
those absorptions through reduction of personnel. 

Mr. Focartry. Now, go on and give me a breakdown of the others. 

Dr. Netson. Civil-service uniforms, $100,000. This was recent 
legislation. Reclassification of nursing personnel, $175,000. The 
effects of the wage-board increases in 1956, annualized into 1957, 
$284 .000. 
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The wage-board increases occurring in 1957 will amount to an 
additional $156,000. All these items amount to a total of $775,000. 

Mr. Fogarty. Which you had to make up without any increase 
in funds? 

Dr. Netson. Other than what was appropriated to us by the last 
Congress. As I pointed out, we had to absorb these. 

Mr. Focarry. Didn’t the last Congress give you a supplemental] 
appropriation? 

Mr. Rosen. Yes, but not for these purposes. 


UNIFORMS 


Mr. Focgarry. What about uniforms? It seems to me I remember 
a supplemental appropriation for that purpose. 

Mr. Rosen. There were funds provided for the commissioned of- 
ficers’ uniforms. 

Dr. Cronin. There are two kinds of uniforms. One is for the 
commissioned officer which he gets when he comes into the corps at 
a grade below the rank of major; at those stations where we require 
them to wear uniforms—that is the normal military, Public Health 
Service type of uniform. The type of uniform being asked for here 
is the uniform which really should be called a garment or wearing 
apparel, which is required of an individual who is in civil-service 
status. This is the type of apparel hospital employees are required 
to wear for purposes of sanitation, identification, and protection. 

There is authorization by Congress for that tvpe of uniform to be 
furnished to the individual at the expense of the Federal Government. 
This is a request under that authorization and has no relationship to 
the uniforms that are provided to the commissioned officer, which 
is part of his commissioning process. This is an everyday, occupa- 
tional, work uniform. 

Mr. Focarty. There was a difference, then, in providing uniforms 
for personnel of the Public Health Service prior to last year; is that 
right? 

Dr. Neuson. That is correct. 

Mr. Focarty. It has always been in the law that we provide 
uniforms for Public Health officers, but not for civil-service em- 
plovees? 

Dr. Netson. No, sir. The previous time that money was provided 
for the officers’ uniforms was while ve were part of the armed services, 
and then, when we were no longer part of the armed services, we were 
no longer provided money. 

Now legislation under the Medical Procurement Act, which was 
passed last vear, again enabled us to provide money for uniforms. 
[ believe, Mr. Chairman, that is the money which the Congress 
provided in the supplemental to which you refer for us to cover this 
expense. We are not asking for money for commissioned officers’ 
uniforms. 

I think this is where the point of missunderstanding occurs. 

Mr. Fogarty. That leads me to the next question: Why did you 
not ask last year, in the supplemental, for funds for the garments or 
uniforms of civil-service employees at the time that you asked for 
uniforms for the Public Health officers? 

Dr. Nexson. | believe that we had hoped to be able to absorb these 
costs, not recognizing that the impact of classification of nursing 
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personnel and wage-board increases were going to be as severe as 
they were. 

Dr. Cronin. Mr. Chairman, in order to help clarify this situation: 
The uniforms that we speak to for certain commissioned officers are 
acquired under the form of a uniform allowance when a man is com- 
missioned. As Dr. Nelson explained, while we were part of the mili- 
tary, that was carried out the same as it is for the military services. 

In 1952, when we were no longer a part of the military, we lost that 
uniform allowance for our officers. It was through personnel legisla- 
tion of last year that we were able to again regain the $250 uniform 
allowance for certain commissioned officers at the time of his assign- 
ment if he were assigned to those stations where they are required to 
wear uniforms. We do require a man to wear a uniform in our 
hospitals. 

The uniform which is referred to here for civil-service employees is 
not in essence that type of uniform. It is wearing apparel, and it is 
wearing apparel that is appropriate for his particular kind of duty. 
As I explained before, if he is a lab technician, a guard, or a chauffeur, 
his clothes are exposed to hazards of the job, from soiling and destruc- 
tion. 

It was in fiscal year 1957 that the Department’s regulations were 
issued for these kinds of uniforms, and not prior to that time, so that 
in the 1957 fiscal year, in this supplemental, we are asking for necessary 
funds to relieve these people who are required to wear uniforms. We 
are trving to acquire this money to be able to let them have the kind 
of protective clothing they need in relationship to getting their job 
done. 

Mr. Ketiy. The supplemental that the committee considered last 
year arose from an act which affected several aspects of the Public 
Hea'th Service commissioned corps, including uniforms, additional 
allowances for doctors, and certain other benefits. 

There was another piece of legislation that was enacted—I am sorry 
I do no. know the date, but it was about 2 years ago—which authorized 
the payment of uniform allowances to civilian employees who were 
required to wear uniforms under regulations that had heretofore been 
issued by the Department. 

We were at that time making a survey of the entire Department to 
determine whether or not regulations were in effect. For instance, all 
nurses wear uniforms; but was there a regulation that required them 
to wear a uniform so that they could get the allowance? While we 
were looking into this, the Congress modified the law and said, “You 
are authorized to make a uniform allowance to all civilians who are 
required to wear a uniform, whether or not a regulation heretofore 
existed or are subsequently issued.”’ 

We then appointed a committee in the Department to study this 
and determine just where uniforms had to be worn, and to develop an 
allowance figure—how much it cost for these people to purchase their 
uniforms. Those regulations were issued with an effective date of 
July 1, 1956, so that the uniform allowances for civilian employees 
went into effect at the beginning of the fiscal year 1957. 

Therefore, we had not complete xd the regulations; we did not have 
an estimate of cost; and we did not get a supplemental request up to 
the Congress. As Dr. Nelson said we had hoped to absorb the cost, 
but when you add that to all the other costs we have to absorb, it 
became next to impossible. 
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Mr. Focarry. It has just been brought to my attention that we did 
receive a supplemental request on July 20 of last year, and in it was a 
request for additional funds for hospital medical care. It is hard to 
understand, as long as you knew at that time what the allowances 
were going to be, why that was not included. 

Mr. Ketuy. As Dr. Nelson said, we had hoped to absorb the cost of 
that item throughout the Department, but in this particular appropria- 
tion we came up with so many items to absorb that it became im- 
possible, and this one is the straw that broke the camel’s back. 

Mr. Foaarty. As you have said, 80 percent of this appropriation 
is for personnel services? 

Dr. Netson. That is correct, Mr. Chairman. 

Mr. Focarty. When you have to absorb any mandatory costs of 
any kind, you have to discharge employees, or not fill vacancies as they 
occur. 

Dr. Nretson. If we follow that reasoning further, Mr. Chairman, 10 
percent is involved in food costs, 5 percent more is involved in fixed 
expenses, such as light, heat, water, that type of thing, so that leaves 
only 5 percent of the budget to spend for supplies, equipment, and that 
type of obligation. 

It has already been testified to you that we have repeatedly held 
down our equipment. We have eaten into our supply inventories, 
practically to the point where we cannot operate, so there is only one 
other place to turn, and that is to the reduction of personnel. 


EQUIPMENT AND SUPPLIES 


Mr. Foaearry. Your next item is “Urgently needed items of equip- 
ment and supplies,”’ $388,000. 

This is April. If this passes both Houses by the end of May, that 
will be about as fast as we can expect, I would say. 

Mr. Taser. It would be better than has happened on the other 
bills this year. 

Mr. Focarry. Yes. If that is so, I wonder why this item was not 
included in your 1958 budget, instead of coming before us with a sup- 
plemental, which we may not get through before the end of this fiscal 

ear. 

’ Mr. Ketty. I can only say I wish it had been, Mr. Chairman, but 
at the time the 1958 budget was planned, and at the time this supple- 
mental was planned, and shown in the President’s budget, it was ex- 
pected that this supplemental would get to the Congress in January 
and be enacted much earlier, but when the delay occurred, in getting 
it up here for your consideration, it was too late to adjust the 1958 
budget to put it in. 

It is not, in fact, in the 1958 budget now, so if it is not made avail- 
able by this supplemental, it would not be possible to procure this 
equipment until 1959. 

Mr. Fogarty. Tell us about this equipment, and how urgent it is. 

Dr. Netson. The equipment that we are asking for is very urgent, 
Mr. Chairman, 

ITEMS OF EQUIPMENT REQUESTED 


Mr. Focarty. Give us a breakdown of the items that you are 
asking for and why they are needed. 
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Dr. Neuson. We are asking for X-ray units, X-ray tables, photo- 
fluorographic apparatus, anesthesia apparatus, electrosurgical units, 
operating room lights, oxygen tents, examination and treatment 
tables, electrocardiographic equipment, bronchospirometer equip- 
ment, centrifuges, flame photometers, spectrophotometers, floor clean- 
ing and polishing machines, dietetic equipment, whirlpool baths, 
diathermies, other types of physical medicine equipment, beds, 
mattresses, linens, wheel stretchers and wheelchairs. 

Mr. Focartry. Answer this hypothetical question for me: Suppose 
the Congress approves for 1958 the full request that you have made 
for hospitals and medical care, as the House has already done. How 
would these services be affected if this amount was not given to you 
for this equipment? 

Dr. Neuson. We have at the present time a $2 million equipment 
backlog. In 1958 we have $400,000 worth of equipment in the 1958 
budget. Much of our equipment is 20 or more years old. 

In many instances it is very difficult even to get parts to repair the 
equipment that we now have, because the equipment is so obsolete. 

The request in this supplemental is to start this replacement pro- 
gram as quickly as possible, because many of these things may go out 
of service almost any day, and as I have just said, we have patched 
them up and put them together where parts for them are available. 
All I can say is that what is an acute situation now may really turn 
into an emergency situation where we are absolutely going to have to 
cut out services entirely. 

For instance, X-ray machines that are in the category for which we 
cannot get the parts. If they break down we will just have to stop 
taking X-ray pictures. That line of reasoning would follow through 
to various other categories of equipment. 

In certain instances—for example our surgical instruments—we do 
not have enough instruments to have the surgeons proceed on a regular 
operative schedule. The surgeons have to wait until instruments from 
one operation are washed, cleaned, resterilized, before they can 
proceed to the next operation. 

I have just gone up to one of our hospitals and the bed linen in the 
repair room is piled high. They are patching and trying to stretch 
it to keep the operation going. 

In this type of situation, we are having to curtail the changing of 
beds for patients to a longer interval than we care to do. 

Mr. Focarry. What hospital is this? 

Dr. Netson. At the Boston hospital, This is true of all of our 
hospitals, Mr. Chairman. 

Mr. Focarry. Give me a specific example. How often should they 
be changed and how often are they being changed in this hospital? 

Dr. Netson. Under unusual situations, of course, the real acute 
case may have to have 2 or 3 changes a day. 

Mr. Focarry. | am talking a an average. 

Dr. Netson. On the average, attempt to change the linen every 
other day. Under present condita, it may be changed every 3, and 
sometimes 4 days go by before we are able to change the linen. 

Mr. Focartry. Do you have any other examples? 

Dr. Newtson. I can take each one of these items of equipment and 
what I have said is reflected. There are other areas in which we have 
shortages of funds for equipment-and supplies. 
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For instance, our surgeons are operating with gloves that are 
patched. We do not like to have that done, because there is always 
the danger of a patch breaking loose and a serious infection starting. 
Our hot-water bottles and ice collars, as you know, are rubber and they 
deteriorate. They sometimes break and wet the beds of the patients. 

In the line of medications, instead of using the modern antibiotics, 
we resort back to drugs that were more in common vogue 10 or 15 
years ago. 

I imagine a specific example would be that we know at the present 
time in colds, respiratory infections, that the antibiotics get the 
patient well faster. In our situation they are more expensive. We 
resort to what was adequate treatment years ago—aspirin and codeine, 
rest in bed, and fruit juices; that sort of thing. 

This is applied across the board in other areas. We have patients 
following operations that we feel should have blood transfusions. We 
substitute and use glucose and water with some protein additives, 
which does not avail the patient of the treatment benefits that we 
have in modern medicine, and we would prefer that the patients could 
have. 

Mr. Keuxiy. Mr. Chairman, I visited one of the hospitals, and I 
saw a couple of illustrations of this problem—not having adequate 
equipment. 

Mr. Focarry. Where? 

Mr. Ketuiy. It was also in Boston. The problem has been that 
every time these mandatory types of cost or unforeseen costs have 
come up, one of the areas that we have to dig into is the funds that 
were set aside to purchase equipment. You have to let the equipment 
go in order to take care of these other items. This has been occurring 
vear after vear. 

Mr. Focarry. I have to agree with you. I know that has been a 
fact. 

Mr. Keutry. In the Boston hospital we saw a dishwashing machine 
in the kitchen for the whole hospital where the food was prepared and 
dishes washed. The sanitary engineers of the Public Health Service 
had made an inspection of this machine and declared it insanitary, and 
advised that it should not be used. 

If this were in any other kind of facility which they inspect, it would 
have been condemned. Here it remained in use. They were trying 
to repair it, because there were not funds to replace it. 

We saw the darkroom where they developed the X-rays. The 
timer on this machine and the temperature control were broken and 
beyond repair. The X-ray technicians working in there had to 
modify the temperature of the bath by hand, heating it up and stick- 
ing a thermometer in it, and so on, because there were no controls on 
it. They had to put the pictures in and take them out now and then 
and look at them to see if they were de ‘veloped, because there was no 
timing mechanism on the machine. There just were no funds to 
replace either of those pieces of equipment. 

It seems to me these are reasonably good examples of the kind of 
problems that have developed throughout the hospital system. 

Dr. Netson. We also have the item, Mr. Chairman, talking about 
X-ray, that some of the equipment in our Staten Island Hospital is 
more than 20 years old. To get an X-ray exposure, with that type 
of equipment, vou have to use a much longer time interval to get the 
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type of bone detail—for instance, in the back, that is obscured in 
many people by a good deal of weight. 

The patients are unable to remain still, a good many of them, for 
the length of time that is required. Consequently, they move, the 
picture is of no value, and we have to take it over. 

This, repeated over and over again, becomes a costly process in 
using up supply money, because we may have to take 1, 2, or 3 X-ray 
pictures, where if we had the newer and faster equipment that takes 
the exposure in a fraction of such a period of time, personnel time and 
supply money is being saved, so one interweaves into the other. 

Mr. Focarty. Mr. Taber? 


OBLIGATIONS 


Mr. Taser. You have a total of $39,011,000 available. How much 
are your obligations through the 31st of March? 

Mr. Rosen. The obligations through February 28 are $21,150,511.83. 

Mr. Taser. Is March likely to be ‘much different from the rest? 

Mr. Rosen. I do not have the data on March, Mr. Taber, but I 
can tell you what the $21 million figure represents. That represents 
67.2 percent of the appropriated funds spent in the hospital activities. 
The percent of the year elapsed is 66.6 percent. For the total ap- 
propriation, $27,614,521 have been obligated. 

Mr. Taser. For what? 

Mr. Rosen. Have been obligated. 

Mr. Taser. For what period? 

Mr. Rosen. Also, through February 28. 

Mr. Keuuy. The first figure related only to the activity, ‘“Opera- 
tion of hospitals,”’ while the second figure relates to the total appro- 
priation, Mr. Taber. 

Mr. Taser. That means that the total figure was $28 million? 

Mr. Rosen. Yes, sir. $28,614,521. 

Mr. Taser. That is your overall obligation out of this appropri- 
ation; is that right? 

Mr. Rosen. Yes, sir. 

Mr. Taser. What is the other figure? 

Mr. Rosen. The $21 million figure was the obligations for the 
hospital activities alone. 

Mr. Taser. What is the other part? 

Dr. Cronin. Mr. Taber, there is $1 million of that $39 million 
which goes to Hawaii for the care of patients with leprosy. There is 
a nursing traineeship grants activity in there that amounts to $2 
million in addition. 

Then there is a segment of the appropriation for the employee 
health program. All these component parts of this ap ropriation 
are carried under the appropriation, ‘Hospitals and candied! care.’ 
The $21 million, the figure given to you, is the segment which relates 
directly to that component of the whole appropriation which is the 
hospital operation for our 16 hospitals. 

Mr. Taser. It does not include such things as the hospitalization 
of dependents? 

Mr. Rosen. No, sir. 

Mr. Taser. Does it include the Federal matching of the social- 
security tax? 
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Mr. Rosen. Yes, sir. It would include the hospitals portion of 
that expense. 

Mr. Taper. It must include the wage board increases. 

Mr. Rosen. Yes, sir; it does. 

Mr. Ketuiy. The activities which it excludes are the nurse training 
grants, operation of outpatient clinics, operation of health units, 
Coast Guard medical services, Nursing Resources Division, adminis- 
tration of the whole program, the cost of personnel detailed to other 
agencies, and payments made to Hawaii. 

Mr. Taser. There is about $3 million in there that is lump-sum 
figures for Hawaii, and one or two other things. 

Mr. Ketuy. Nurse grants; yes, sir. 

Mr. Taser. There is about $4 million of it that is probably due to 
supplies and equipment and that sort of thing. 

Mr. Rosen. Yes, sir. 

Mr. Taser. You have left for the 4 months something in the 
neighborhood of $10,400,000 as of February 28. 

Mr. Rosen. Approximately that, sir. 

Mr. Taser. That means about $2% million a month. That is 
what that means; is that correct? 

Mr. Rosen. About that. 

Mr. Taser. I believe that is all I have. 

Mr. Focarry. Thank you very much, Doctor. 





Wepnesbay, Aprit 10, 1957. 


Sr. EvizABetus Hospirau 


WITNESSES 


DR. WINFRED OVERHOLSER, SUPERINTENDENT 

DR. ADDISON M. DUVAL, ASSISTANT SUPERINTENDENT 
S. B. WILSON, MAINTENANCE OFFICER 

F. M. HALL, BUDGET OFFICER 

JAMES F. KELLY, DEPARTMENTAL BUDGET OFFICER 


Mr. Fogarty. Dr. Overholser, do you have a statement for the 
committee? 

Dr. Overnotser. I have prepared a brief opening statement on 
St. Elizabeths Hospital, Mr. Chairman and members of the committee, 
covering the 1957 supplemental appropriation requests which I should 
like to read at this time, with your permission. 

Mr. Foagarry. All right. You may read both the salaries and 
expenses statement and the one on your maximum security building. 


GENERAL STATEMENT 


Dr. OverHotserR. Mr. Chairman and members of the committee, 
I have prepared a brief opening statement covering the 1957 supple- 
mental appropriation requests of St. Elizabeths Hospital, which I 
would like to read at this time, with your permission. 
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SALARIES AND EXPENSES 


A supplemental of $133,000 is requested for salaries and expenses 
to cover the cost of several mandatory items of expense which have 
arisen subsequent to formulation of the 1957 budget estimates, 
principally salary increases for wage-board employees, reallocation 
of nurses’ positions in accordance with new civil service standards, 
and the cost of providing employees’ uniforms under Public Law 763, 
83d Congress. The hospital is absorbing, to the extent possible, a 
part of the total cost of these new items as well as other additional 
operating costs arising from price increases, as for example, increases 
in the price of coal and fuel oil. 

The amount of the proposed supplemental is based on current 
estimates of the number of patients for whom care is to be provided 
and a proper allocation of the total cost of such care to agencies to 
which services are furnished on a reimbursable basis. 


CONSTRUCTION AND EQUIPMENT, MAXIMUM SECURITY BUILDING 


A supplemental appropriation of $673,000 is requested to permit 
the completion of the new maximum security building currently under 
construction on the grounds of St. Elizabeths Hospital; $6,821,000, 
based on cost estimates made by Public Buildings Service about 
June 1955, was appropriated for this purpose in 1957. However, the 
low bids received on the major portion of the project in Septe amber 
1956 exceeded the estimate by $673,000. 

The hospital and the Public Buildings Service believed that the 
continued rise in construction costs would result in any new bids 
being appreciably higher than those already received, and that it 
would be more economical and in the best interests of the Government 
to accept the low bid then under consideration rather than to advertise 
for new bids at a later date. 

Accordingly, after clearance with executive agencies and congres- 
sional appropriations committees, contracts were awarded on the basis 
of the low bid received for the major portion of the work. Only 
$433,000 (appropriation of $6,821,000 less $6,388,000 bid) remains 
available to finance the $1,106,000 estimated cost of completing the 
structure as originally planned. 

An additional $673,000 is required to complete this urgently needed 
facility. 


DIVISION OF COSTS BETWEEN FEDERAL AND NON-FEDERAL 


Mr. Focarry. As I understand it, your mandatory costs amount 
to about $171,000; is that about it? 

Mr. Hau. That is correct. 

Mr. Fogarty. You are requesting an appropriation for $133,000 
of it? 

Mr. Hatt. In direct appropriation; yes, sir. 

Mr. Focarry. Which is, in round figures, about 80 percent of the 
mandatory costs. 

Mr. Hatu. That is correct. 

Mr. Focarry. How do you arrive at that percentage of cost, when 
the Federal overall cost averages about 20 percent? 

Mr. Hau. Mr. Kelly, I think, wants to speak on that. 
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Dr. Overno ser. That is a complicated question, Mr. Chairman. 

Mr. Ketty. What happened, Mr. Fogarty, was after the 1957 
budget had been prepared and submitted to the Congress, the down- 
ward trend in the number of District of Columbia patients coming 
into the hospital was having an adverse effect on the hospital’s 
finances. 

We made a very careful analysis of it, which resulted in a revision 
of the 1957 budget, and a revision of the per-patient-day costs that 
the District of Columbia had to pay. 

[ would like to explain how this came about. We made a 10-year 
analysis of the hospital’s staffing, and ascertained that during this 
period there had been a very appreciable rise in the number of patients. 
During this entire 10-year period there was no rise in the number of 
employees in the hospital, except for two purposes: To open up the 
new geriatrics building and to open up the new admission and treat- 
ment building. The staffing requirements for these two facilities 
were related to a different kind of care of patients, but not related to 
increased patients. 

Thus, the same staff that they have had for 10 years was taking 
care of an increased number of patients. The hospital took the 
position that the decrease in patients should not require a decrease in 
the number of personnel, because for example they could not close any 
wards. They could not close any wards, because they were actually 
15 percent overcrowded, above the capacity of the hospital, and until 
they got well below that 15 percent, they would not be in a position 
to consolidate the loss in patients, and reduce personnel. They were 
already very thinly spread in terms of the nurses and attendants they 
had assigned to each of the wards. 

We made a presentation to the Bureau of the Budget which was 
designed to recognize the direct savings which accrued as a result of 
the decrease in patients, that is, the cost of the food, clothing, and 
medications for the patients, but no decrease in personnel. 

This meant that the cost per patient-day was greater for a lesser 
number of patients. It was decided to change the patient rate billed 
the District of Columbia to cover the adjusted cost. That was with 
respect to the fiscal year 1956 that we were then in, and we pointed 
out that we would also have to modify the 1957 budget. Instead of 
sending up a message to modify the 1957 budget, the Budget Bureau 
authorized us to testify to the modification; so when we appeared 
before the committee last year, we presented revised cost estimates on 
the basis of revised patient load, which had the effect of making te 
District of Columbia pay a somewhat higher share per patie 
somewhat higher cost per patient—than the Federal Government was 
paying out of appropriated funds per patient. 

When the mandatory cost increases came into play, that we were 
unable to absorb, it was proposed to send a supplemental up, which 
we are now presenting to you for consideration. The Bureau of th 
hh 't felt that it would be wise to readjust the relationship between 
the Federal Government’s appropriation and the reimbursement re- 
ceived from others, principally the District of Columbia, to bring them 
back in balance, so that while the supplemental results in an almost 
inverse ratio of the normal relationship of appropriated funds to re- 
imbursements, when added to the funds currently available, in terms 
of appropriations and reimbursements, it will adjust the balance back 
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to the point where both the Federal Government and the people mak- 
ing reimbursement will be paying the same cost per patient-day. 

Mr. Focarty. You make a pretty good statement in justification 
for such a change, but it does not sound quite reasonable to me that 
we should have such an inverse change, as you have said, in a supple- 
mental appropriation. 

It seems to me that if there is going to be a change, or if there is need 
for getting back into balance, it should be accomplished in a regular 
appropriation bill, not through a deficiency or supplemental. 

These figures on the face of them look bad. 

Mr. Ketuty. They do. Without that explanation, they do not 
make any sense at all. I think all you can say is it was probably an 
error of judgment that we did not ask for that imbalance to be corrected 
when the change occurred in the 1957 budget; and this is a correction 
of that error. 

Mr. Fogarty. What about your 1958 budget? 

Mr. Ketiy. The 1958 budget is designed to be in balance. 

Mr. Fogarty. It is in balance? 

Mr. Ketty. Yes, sir. 

Mr. Focartry. What will be the Federal share now, as compared 
with the District of Columbia share? 

Mr. Ketty. I think it comes out at about 23 percent Federal. 

Mr. Hatt. A little less than that. 

Mr. Focartry. Twenty-three and seventy-seven? 

Mr. Hatu. That is approximately right. 

Mr. Foaarty. This is almost the opposite that we have before us 
today. 

Mr. Hatu. That is true. 

Mr. Ketuiy. But when added to available funds, it will bring it to 
23 and 77, approximately. 

Mr. Hatt. If I may give the figures, at the present time the $2,- 
737,000 appropriation that is currently available for the direct or 
Federal patient load of the hospital results in the financing of these 
patients at the rate of $5.49 per diem, whereas the reimbursable pa- 
tients from the District of Columbia, and so forth, are paying $5.73 
per diem. 

The spread is from $5.73 for the reimbursable patient down to $5.49 
which the current appropriation provides for the direct or Federal 
patient. 

MAXIMUM SECURITY BUILDING 


Mr. Fogarty. Regarding your maximum security building, this 
$673,000 will allow you to complete the building; is that correct, under 
the estimates that you have? 

Dr. OverHotseR. That is correct. 


ESCALATION PROVISIONS 


Mr. Focarty. Why did you not request in the original appropria- 
tion an escalator clause. That apparently worked well in other 
appropriations for construction, and avoided the necessity for coming 
in with supplementals like this. 

Mr. Ketty. The policy was apparently changed about 1950, I 
think, to delete the esclation clauses, and none of the construction 
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pL mt since that time has contained them. All of those 
scalation clauses were in, I think, from the period about 1946 to 1950, 
or mao 1951. 

Mr. Foacarry. I know we started a building program at Howard, 
and at the suggestion of this committee, these escalation clauses were 
inserted and, I believe, everyone would agree that they have saved 
the Department, Congress, and all concerned, a lot of time in handling 
supplemental appropriations that would otherwise have been neces- 
sary. 

Mr. Ketiy. This has become a problem. We have it in connection 
with a number of buildings; the Old Age and Survivors building in 
Baltimore has such a problem. 

Mr. Foaartry. You have a problem of policy that affects those a 
little bit, too. 

Mr. Taber? 

Mr. Taser. I do not think I have any questions on that. 

Mr. Fogarty. Thank you very much, Doctor. 

Dr. Overnouser. Thank you, Mr. Chairman. 





WepnNeEspDay, Apriz 10, 1957 
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Orrice oF FirLD ADMINISTRATION 
WITNESSES 


CHESTER B. LUND, DIRECTOR 
JAMES F. KELLY, DEPARTMENTAL BUDGET OFFICER 


GENERAL STATEMENT 


Mr. Fogarty. Mr. Lund, do you have a statement for the com- 
mittee on your request for the Office of Field Administration? 

Mr. Lunp. Yes, sir. I have a brief statement. 

Mr. Chairman and members of the committee, the 1956 amend- 
ments to the Social Security Act expanded the operations of the Bureau 
of Old Age and Survivors Insurance which necessitated the hiring of 
large numbers of employees by that Bureau. This increase in staff 
is approximately 2,200 employees. 

The Office of Field Administration, through its business manage- 
ment staffs in the regions, provides payroll, personnel, and other office 
management services for these positions. 

In order to maintain pace with the Bureau’s recruitment plans, 
meet payroll schedules, and provide for current examination of travel 
vouchers, we are requesting $68,000 of which $49,800 will be for the 
salaries of 22 clerical employees, primarily payroll and personnel 
clerks, and the balance of $18,200 for overtime pay. 

Mr. Focarry. That additional requirement for funds is all due to 
the recent legislation, and is for the work of hiring and payrolling 
2,200 additional employees in the OASI district offices, and processing 
their travel vouchers and that sort of thing. 

Mr. Lunn. That is right. 

Mr. Focartry. There is some overtime involved? 


Mr. Lunn. Yes, sir. 
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Mr. Fogarty. This request is for $68,000 and it is coming out of 
the trust fund and not out of the F ederal Treasury. 

Mr. Lunp. That is correct. 

Mr. Fogarty. Mr. Taber? 


FUNDS AVAILABLE AND OBLIGATIONS 


Mr. Taser. How much money did you have overall? 

Mr. Lunp. The overall for this past vear, sir? 

Mr. Taser. Yes. 

Mr. Lunn. $2,485,000. 

Mr. Taper. You had that available? 

Mr. Lunp. Yes, sir. 

Mr. Taper. Your obligations have run what—down to date? 

Mr. Lunn. The obligations, through February, ran $1,630,674. 

Mr. Taser. That left you about $855,000. 

Mr. Lunp. Yes, sir; $854,000. 

Mr. Taser. Why do you need the extra employees? 

Mr. Lunn. The extra employees were needed in order to recruit 
people for the expanded old-age and nee insurance program. 
Actually, we are recruiting 2 200 persons. We have interviewed in 
excess of 8,000 people to get the 2,200. In aan 7 meeting pay- 
rolls for the added number of persons, we have also, because of the 
authorization of old-age and survivors insurance, had to pay overtime 
to roughly 8,000 persons a month. We have worked out overtime 
payments on a monthly basis instead of on the re gular-pa; basis, so 
we have to prepare 3 payrolls instead of the usual 2 a month. 

In addition, many of these people were placed in claims work, so 
that the travel load has materially increased. We figured out the 
minimum staff necessary to carry this workload, and we requested only 
the bare minimum to carry this load. The workload has increased 
over what we had thought it would be. We are working above stand- 
ards now, both on the personnel, and on payrolls. Our ratios cur- 
rently being 1 to 166, as against a standard of 110, and 309 per opera- 
tor, as against a standard of 250, respectively. 

Mr. Ketiy. Mr. Taber, you will recall that we had a hearing the 
other day on the Bureau of Old Age and Survivors Insurance \ here we 
had a suppleme ntal request for $24,500,000 which related to a defici- 
ency apportionment, and that the Bureau had to add almost 3,000 
people to take care of the 1956 social-security amendments, which 
decreased the retirement age for women, increased coverage, and 
up this new disability-insurance program. 

The purpose of this appropriation under the Office of Field Adminis- 
tration is that in the field offices it renders services to the Bureau of 
Old Age and Survivors Insurance, covering personnel, payrolling, 
fiscal activity, and certain office service type activities. 

This is also on a deficiency apportionment basis. 

Mr. Taser. That is all I have. 

Mr. Fogarty. Mr. Denton? 

Mr. Denton. No questions. 

Mr. Fogarty. Thank you very much. 
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WITNESSES 


HOWARD W. HABERMEYER, CHAIRMAN OF BOARD 

HORACE W. HARPER, LABOR MEMBER OF BOARD 

THOMAS M. HEALY, CARRIER MEMBER OF BOARD 

MICHAEL RUDISIN, DIRECTOR OF BUDGET AND FISCAL OPERA- 
TIONS 


SALARIES AND EXPENSES 


Mr. Focarry. Among the supplemental requests for appropriations 
before us today, which are contained in House Document No. 115, is 
a request for the Railroad Retirement Board. It is for an additional 
amount for salaries and expenses, $600,000, to be derived from the 
railroad retirement account. 

Mr. Habermeyer, do you have a statement for the committee? 

Mr. Hapermeyer. Yes. 

Mr. Chairman and members of the committee, the Railroad Retire- 
ment Board is an independent agency in the execuiive branch of the 
Federal Government. It administers the Railroad Retirement Act 
and the Railroad Unemployment Insurance Act «hich provide a 
system of social insurance for railroad employees and their families. 

In our appearance in support of our regular appropriation request 
for the fiscal year 1958, we described the composition of the Board 
which consists of a labor member, a management member, and the 
Chairman who represents neither railroad management nor labor, and 
described briefly the general activities of the Board. We explained 
that the railroad retirement system is financed by taxes paid in equal 
shares by railroad employees and railroad employers to cover both 
the payment of benefits and administrative expenses. 


BREAKDOWN OF REQUEST 


Our presence here today is for the purpose of supporting a supple- 
mental appropriation request for the fiscal vear 1957 of $600,000. 
This proposed supplemental appropriation for the Railroad Retire- 
ment Board is to meet additional requirements arising from the enact- 
ment of Public Law 880, approved August 1, 1956, amending the 
Social Security Act, and Public Law 1013, approved August 7, 1956, 
amending the Railroad Retirement Act. The additional work created 
by these amendments includes the following: 

1. Processing 400,000 adjustments in monthly benefit rates arising 
from amendments to the Railroad Retirement Act _ - $94, 086 
2. Reviewing 110,000 folders of annuitants on the rolls who may re- 
ceive higher benefits because of the earlier age at which their 
wives could qualify if benefits were paid under the amended 
Social Security Act 69 
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3. Reviewing 47,000 folders of widows and wives to determine whether 
adjustments in monthly benefits under the Railroad Retirement 
Act are necessary in those cases where individuals have creditable 
earnings that would now qualify them for benefits under the 


amended Social Security Act_ _-_-_-- $37, 550 
4. Processing 77,000 applications for the establishment of disability 
freeze periods for disability annuitants on our rolls_-_-- 132, 640 


5. Certifying wage data for individuals with railroad service who 
apply to the Social Security Administration for the establish- 
ment of disability freeze periods 28, 260 
6. Increase in costs of processing regular claims loads because of in- 
creased complexity and increased volume arising from the 
amendments___-_ ; : 216, 407 


7. Increase in claims inquiries as result of amendments. pa 21, 300 


Total increase _ __-_-_ fiat ARIA bal ie ophe) oe) ale 600, 000 


The Director of the Bure au of the Budget reported to Congress on 
September 28, 1956, that this appropriation account was re: appor- 
tioned on a basis indic ‘ating a need for a supplemental appropriation 
of $850,000 to cover the cost of additional program needs. The sup- 
pleme ntal appropriation request for the fiscal year 1957 now has been 
reduced from $850,000 to $600,000. Our ability to get along with 
the reduced supplemental amount will be made possible partly be- 

“ause it will be necessary to defer some of the planned work in con- 
nection with the disability freeze program into the fiscal year 1958, 
due to inability to recruit and select qualified personnel and train 
them in time. The deferment means that amendment work in the 
amount of approximately $150,000, for which no provision was made 
in 1958, will carry over into that year. 

It is thought appropriate at this time to point out that this request 
is not a request for an appropriation from general funds of the Treas- 
ury. Rather it is a request to transfer money from one trust fund to 
another, and, as such will have no effect on the total amount of the 
Federal budget. 

A careful review of the Board’s budgetary situation as of the close 
of the accounts for February 1957, has emphasized the urgent need 
for the amount of our supple mental request, in that workloads of 
formidable proportions remain for disposition between now and the 
close of the year. 


YEAR-END INCREASE IN WORKLOAD 


Even in a normal year, the regular operations of the Board are 
subject to seasonal increases in the latter part of the fiscal year. The 
increase in the last 4 months of this fiscal year will be much greater 
than normal because of the large backlog of regular claims work that 
has accumulated, large amounts of nonrecurring amendment work 
that remain for processing, and new increases in costs of regular 
operations now being experienced as a result of the amendments. 
Some of the significant workload increases in the last 4 months of 
the year are as follows: 

1. Year-end wage processes relating to the establishment of wage 
and service records for approximately 1,700,000 railroad employees, 
which start late in February and conclude early in June, entail 
multiple-shift operations, additional personnel, and extensive over- 
time. 

2. Year-end policing of 177,000 beneficiaries, representing all cases 
to be policed, except disability cases which are policed throughout the 
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year at the rate of approximately 5,000 cases a month, starts in March 
and continues through June. 

The reexamination of disability annuity cases including the 
establishment of disability freeze periods is of such formidable propor- 
tions that only a portion of the work can be handled by June 30, 1957. 
This project, which is being started in March, will involve the distri- 
bution and processing of approximately 77,000 applications covering 
the establishment of disability freeze periods for disability annuitants 
on our rolls. 

4. Certifications of wage data to the Social Security Administration 
for individuals with some railroad service who apply to that agency 
for the establishment of disability freeze periods are anticipated to 
increase by large numbers with the approach of the deadline filing 
date of June 30, 1957. 

5. In addition to the seasonal increase in regular claims receipts 
that normally can be expected in the latter part of the fiscal year, 
there will be a further increase in receipts because of the effect of the 
recent amendments to the acts. This added effect of the amendments 
stems from accelerations in the rate of retirement and the large num- 
ber of new types of claim reopenings. Also adding to the increase in 
regular workloads in the last half year is the need to reduce backlogs 
of claims that have developed since the start of the fiscal vear. The 
pending claims load of 11,000 at the start of the fiscal vear has in- 
creased to 18,000 at the close of February. 

It is urgent that all of this work be handled without delay for the 
postponement of it would adversely affect the immediate welfare of 
railroad emplovees, their families or survivors. 

Mr. Focartry. Thank you. The reason for your supplemental 
request is that additional legislation that was passed by Congress last 
year, and did not become effective until August, increases your 
workload. 

Mr. HABERMEYER. Yes, sil 

Mr. Focarry. These two : aws that you have referred to. 

Mr. HaABERMEYER. Yes, si 

Mr. Focarry. There was no time to include this in a budget 
request before C ongress adjourne ‘d last year. 


Mr. HaABerRMEYER. We had our budget already in and there was 
not any time, 


WORKLOAD INCREASES AT END OF YEAR 


Mr. Fogarty. You mention in your prepared statement that the 
workload increases every vear in the latter part of the fiscal year, the 
last 4 months. 

Mr. HaBeERMEYER. Yes, sir. 

Mr. FoGcarry. Is that true year in and vear out? 

Mr. Hanermryer. Yes. There are several reasons for that. Onc 
is we summarize all of our accounts, wage and service records of 
railroad employees, starting about April 1 to June 15, which causes 
a big bulge in the operations of that department, practically doubling 
the machine cost and the people we have to employ. The machines 
run 6 days a week 24 hours a day during that 8- or 10-week period. 

Similarly, at the end of each year we send out policing forms to our 
annuitants and beneficiaries on the rolls to determine whether they 
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are still eligible, and that causes a big bulge in our retirement opera- 
tions. 

Also, seemingly men decide to retire shortly after the beginning of 
the year and our claims operations are greater. 

I believe that about covers it. 

Mr. Rupisin. In addition, because of the amendments we have 
some really large nonrecurring workloads to handle between now and 
the close of the year. For example, we have approximately 77,000 
applications that have to be distributed to our disability annuitants 
to enable them to establish disability freeze periods. It may benefit 
them or their survivors by bringing about larger benefits. 


WORKING ARRANGEMENTS BETWEEN RAILROAD RETIREMENT BOARD 
AND SOCIAL SECURITY ADMINISTRATION 


Mr. Fogarty. Do you have any working arrangements with the 
Social Security Administration on these costs? 

Mr. Rupisin. We have a working arrangement in regard to getting 
the work done. 

Mr. Focartry. Are you reimbursed by the Social Security Ad- 
ministration? 

Mr. Rupisin. There is no arrangement for their reimbursing us. 

Mr. HasperMeyer. We feel the work they do for us more or less 
offsets the work we do for them. We do work for them and they do 
work for us. Widows are only paid one place, either by the Social 
Security Board or the Railroad Retirement Board. 

Mr. Focarry. So you feel the work you do for them and the work 
they do for you about average out, one offsets the other? 

Mr. HaperMEyer. Yes. 

Mr. Rupistn. Our pending claims load started at 11,000 at the 
beginning of the fiscal year and increased to 17,000 at the end of Janu- 
ary and 18,000 at the end of February, and now it has increased to 
19,000 as of the close of March, so we have this large backlog of regular 
work, regular claims, to handle. 


BACKLOG 


Mr. Focarry. How does your backlog compare with previous 
years? 

Mr. Rupisin. It is higher this year. 

Mr. Focarry. What is the reason for that? 

Mr. HasperMeyYER. One reason is we have had this additional work 
placed on us by the new laws; and secondly, the difficulty we are 
experiencing in recruiting employees. So it is a combination of the 
two, heavier workload and inability to recruit qualified personnel. 

Mr. Focarty. What is the average length of time it takes to process 
a claim? 

Mr. Hasermeyer. The great majority are processed within 30 
davs, would vou say? 

Mr. Rupisrn. I believe - is 30 days. 

Mr. Fogarty. And all of this $600,000 vou are requesting is for 
processing and certification fox payment of inilial claims? 

Mr. HaserMeryeEr. Yes, si 

Mr. Foearry. It is for that purpose and nothing else? 


Mr. HABERMEYER. Yes. 
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Mr. Focartry. And this workload is brought on by the enactment 
of Public Law 880, amending the Social Security Act, and Public Law 
1013, amending the Railroad Retirement Act. 

Mr. HaperMeEYeEr. Yes. 


INCREASE IN POSITIONS 


Mr. Focarry. I notice on page 4 you say the total number of 
permanent positions will be increased by 45, but the increase in 
number of employees at the end of the year will be 35, and the increase 
in average number of all employees you expect will be 50. What is 
the explanation of that? 

Mr. Ruptsin. As of the close of the fiscal year it will be 35 because 
some are temporary employees used in wage processing and other 
work, and when that work is completed they are taken off the rolls. 

Mr. Focarry. This $600,000 is out of the trust fund and there is 
no drain on the Federal Treasury at all, it is taken out of funds 
accumulated by payments by the emplovee and employer. 

Mr. Haspermeyer. Yes, sir. 

Mr. Fogarty. Mr. Taber. 


EMPLOYMENT STATISTICS 


Mr. Taser. You have permanent positions, already authorized, 
that total about 40 above your present employment, and you say you 
still need 45 more, which will run you up to 1,356. I do not under- 
stand why you need an additional number of authorized positions. It 
seems like maybe you have money enough. 

Mr. Rupistx. Well, sir, in connection with that, we of course have 
had considerable difficulty in attempting to recruit qualified em- 
plovees to handle some of this work. As a consequence, we have had 
to work a number of emplovees overtime on a very extensive basis 
to attempt to keep these backlogs down to manageable proportions. 
We have had some success in filling our positions. As of the end of 


February our employment under the railroad retirement program is 
up to 1,273 


Mr. Taner. What is it now? 

Mr. Ruprsix. That was as of the end of February. I do not have 
it as of the end of March. I know it is higher than it was at the end 
of February because our field offices have had to recruit employees to 
attempt to handle this disability freeze work. 


OBLIGATIONS 


Mr. Taner. What are your obligations as of this date or the latest 
date you have? 

Mr. Rupisry. Our obligations through March 31 are $5,399,559 

Mr. Taser. And you had $7 million? 

Mr. Rupistx. We had $7 million. 

Mr. Taner. That leaves about $1,600,000. Your appropriation 
for next year is something in the neighborhood of $8 million? 

Mr. Hanermeyer. $8,150,000. 

Mr. Taner. $8,150,000. That would give you about $2,037,000 
a quarter; would it not? 

Mr. Rupisry. Yes, sit 
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Mr. Taser. That would mean you would be short about $160,000 
per quarter if you go along on the new basis. How about it? 

Mr. Rupisin. We actually expect that our obligations for the last 
3 months of the year will average more than $730,000 per month, 
because of the workload factors that we have mentioned previously. 


ESTIMATE OF LAST QUARTER REQUIREMENTS 


Mr. Taser. Your workload is estimated on the basis of $2,105,000 
in your justifications, and that puts you where if you had $500,000 
you would have enough. 

Mr. HaBerMEYER. $2,105,000 is an equal allotment for the four 
quarters, whereas our expenses have been higher in the last two 
quarters than in the first two. 

Mr. Taper. You estimate $2,105,000 and your availability is 
$1,601,000, which leaves practically $500,000. That is all you justify. 
Those are the figures that you put in front of us. 

Mr. Ruptstn. Our obligations through March 31 are $5,399,000, 
and we estimate we will spend approximately $730, 00 per month for 
the last 3 months of the fiscal year, which would give us $2,190,000 
added onto $5,400,000, a round figure. 

Mr. Taser. Your estimate for the fourth quarter is $2,105,000. 

Mr. Ruptsin. You are referring to this first statement? 

Mr. Taser. Page 2 of your justifications. That is all I know about 
it, what you give us yourself. 

Mr. Ruptsin. We had initially expected that we could have done 
more on this disability freeze work in the third quarter than we were 
able to do. We did very little on this disability freeze work, which 
means we have more work carried over to the last 3 months than we 
thought we would have. We got a slower start in this work. There 
were clearances we had to make with the Department of Health, 
Education, and Welfare, and there was the problem of recruiting and 
training the staff. 

Mr. HasermMeyer. What happened is that everything that we had 
anticipated doing has been shoved back a little bit because we have 
not had the employees. They cut $250,000 from the supplemental 
initially which we anticipate will back $150,000 into 1958. We 
have refigured, and figure the missing $100,000 we can do without. 
We have been able to cut our costs to a point where we can get along 
with $600,000, but we do need the $600,000 to finish out this year 

Mr. Taper. That is all I have. 

Mr. Focarry. Thank you very much. Is there anything further 
you wish to say? 

Mr. Hasermeyer. I would like to thank you again for the courtesy 
you have shown us. 

Mr. Fogarty. Thank you very much. 
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Mr. Tomas. Gentlemen, will the committee please come to order? 
We have with us this morning the Veterans’ Administration, and it is 
certainly nice to see our old friend, Mr. Kelsey, the Controller, back 
again. We are also happy to see Mr. Baker, the Budget Officer and 
Assistant Controller, and Mr. Wells, the assistant to the Budget 
Officer. 

Then from the Department of Medicine and Surgery we have Dr. 
Wolford, who is the Deputy Chief Medical Director, Mr. Watters, the 
Controller, and Mr. Schoen, the Director of Budget Service. 

I notice from “‘veterans’ benefits,”’ that we have Mr. Coile, who is the 
Director of Vocational Rehabilitation and Education Service, Mr. 
Monk, the Controller, and Mr. Shytle, the Assistant Controller for 
the Budget. 

Does anybody have any statements, or are we going to have 4 or 5 
of them? We will be glad to hear from all of you. This is sort of old 
homecoming week here. 

Mr. Keusey. Mr. Chairman, we have a statement which we would 
like to present to the committee. With your permission, I would like 
to read it. 

Mr. Tuomas. Yes, sir, go ahead. 


GENERAL STATEMENT 


Mr. Ketsry. Mr. Chairman and gentlemen of the committee, we 
are here today to explain additional requirements in the amount of 
$96,333,000 composed of $5,333,000 for inpatient care; $90 million for 
readjustment benefits, and $1 million for automobiles and other 
conveyances for disabled veterans. We are, however, requesting only 
$77 million as a supplemental appropriation for we anticipate that 
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$17 million of the total additional amount required can be obtained 
by transfer from various appropriations now available and $2,333,000 
of the additional cost for inpatient care can be absorbed within the 
present appropriation available for that purpose. 


BASIS OF ESTIMATE 
The total additional requirements and the planned sources of funds 


are as follows: 
Inpatient care appropriation 


Additional requirements - - $5, 333, 000 
To be derived by transfer from— 
General operating expenses appropriation -_ 1, 45C, 000 
Medical, administrative, and miscellaneous operating 
expenses 1, 000, OOO 
Outpatient care appropriation 550, 000 


3, 000, OOO 


Reduction of beneficiary load, inpatient care 2, 333, 000 
Supplemental appropriation requirement in addition to transfers "Non 


Readjustment benefits appropriation 


Additional requirements : $90, 000, 000 
To be derived by transfer from compensation and pensions 

appropriation 13, 000, 000 

Supplemental appropriation requirement 77, 000, 000 


Automobiles and other conveyances for disabled veterans appropriation 


Additional requirement $1, 000, 000 
To be derived by transfer from compensation and pensions ap- 

propriation 1, 000, OOO 

Supplemental appropriation requirement 3 None 


INPATIENT CARE 


The amount appropriated for the fiscal vear 1957 was $662,900,000, 
which was the full amount requested. Public Law 763, 83d Con- 
gress, requires that wage board employees receive wage rates which 
shall be fixed and adjusted from time to time in accordance with 
prevailing rates. Approximately 22,000 Veterans’ Administration 
employees have received wage-rate increases which will cost 
$5,333,000 for fiscal year 1957. The appropriation for fiscal year 1957 
did not provide for any portion of this sizable expense. The Veterans’ 
Administration in granting the wage-rate increases has acted in 
concert with other departments and agencies to establish to the 
maximum extent practicable, comparable pay among units of em- 
ployees doing similar work within a given local area. The additional 
amount required covers wage rate increases granted during the period 
from January | through December 31, 1956, and does not include any 
provision for increases that may be required during the period Jan- 
uary 1 through June 30, 1957, should the trend of increasing wage 
rates continue. The total additional requirement, as shown in the 
table above, will be obtained by transferring funds from other appro- 
priations and by absorption within the “Inpatient care” appropria- 
tions. 
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READJUSTMENT BENEFITS 


The amount appropriated for fiscal year 1957 was $775 million 
which was the full amount requested. 

The bulk of the additional requirement is generated by the increased 
number of veterans in training under the provisions of Public Law 550, 
82d Congress, as amended. The present amount available for this 
purpose provides for a monthly average traiming load of 526,663. 
However, the number of veterans in training has increased from. 
342,315 at the end of June 1956 to 763,529 as of December 31, 1956, 
on the basis of which the current estimated monthly average training 
load for the fiscal year is 583,000 causing an additional monetary 
requirement of $76,100,000. 

The balance of the supplementary request is comprised of additional 
funds needed to carry out the provisions of Public Law 634, 84th 
Congress, War Orphans’ Educational Assistance Act of 1956, for which 
funds have not yet been provided. The request also includes addi- 
tional funds for loan-guaranty activities, housing grants to paraplegic 
veterans, and for the cost of tuition, supplies, and equipment under the 
provisions of Public Law 346. 

The sum of the additional requirements under this appropriation is 
$90 million, of which it is estimated that $13 million can be obtained 
from the unobligated balances available under the appropriation 
“Compensation and pensions,” leaving a net requirement of $77 million 
for which a supplemental appropriation is necessary. 


AUTOMOBILES AND OTHER CONVEYANCES FOR DISABLED VETERANS 


Funds for this purpose were last appropriated for the fiscal year 
1953. At the time the regular appropriation requests were made for 
fiscal year 1957, it was anticipated that the unobligated balance from 
prior years would be sufficient to cover the requirements for the 
budget year. Public Law 92, 84th Congress, approved on June 21, 
1955, extended the time limitation for application for benefits under 
the act to October 20, 1956, with provisions for later application under 
certain conditions. The effect of this legislation has increased obliga- 
tional requirements during the first 6 months of fiscal year 1957 to 
the point that presently available funds will be exhausted and supple- 
mental funds in the amount of $150,000 will be required for the 
balance of fiscal vear 1957. An additional $850,000 will be required 
for fiscal year 1958 for a total of $1 million. Since this is a no-year 
continuing appropriation, the 1958 requirements are included in the 
1957 supplemental request to eliminate the necessity for separate 
submissions and appropriations. This procedure has the concurrence 
of the Bureau of the Badget. [t is anticipated that all of this supple- 
mental requirement can be obtained by transfer from the appropria- 
tion ‘Compensation sue pensions.” 


LANGUAGE CHANGES 


In addition to these supplemental appropriation allowances, we 
are also asking at this time for your favorable consideration of nec es- 
sary changes in appropriation language which will enable the Veterans’ 


Administration to utilize additional funds for the expenses of travel 
of employees. 
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INCREASED TRAVEL LIMITATION 


The total requested increase in travel limitation is $50,000, and is 
composed of the following changes: 


Appropriations | Limitation | Limitation Increase 
ineffect | requested | 
. awe ay ee x 3 ree) ae, BA ee os . Plea = eet 
Medicai administration and miscellaneous operating expenses-.| $992,200 | $1,012, 200 $20, 000 
Inpatient care - - ; 366, 500 | 396, 500 | 30, 000 


I i ea tae cee eat eee 1, 358, 700 | 1, 408, 700 | 50, 000 


The increased travel limitation requested for the ‘‘ Medical adminis- 
tration and miscellaneous operating expenses”’ appropriation is neces- 
sary because of the expanded scope of the medical research program, 
as authorized by Congress in the fiscal year 1957 Independent Offices 
Appropriation Act. Our original estimate for medical research for the 
fiscal year 1957 was $5,679, 200, of which $70,000 was included for 
travel. The Congress appropriated $10 million for research with no 
increase in the $70,000 estimate for travel within the appropriation 
limitation. The operation of the expanded medical research program 
will be hampered in the closing months of the fiscal year unless there 
is adequate authority for travel required to properly coordinate all 
of the various aspects of the program. 

The increased limitation for travel under the inpatient care pro- 
gram is required for the travel of medical personnel to accompany 
patients during transfer, for transfers of professional and technical 
employees as required, and for the continued expansion of the foster 
home program. The objective of this program is to place neuropsy- 
chiatric patients in private homes for the purpose of readjustment to 
community life. This requires extensive travel to locate proper 
home atmosphere and subsequent trips for counseling and evaluation 
of the patients’ progress. 

Neither of the above increases in travel limitation will require 
appropriation of additional funds, since the amounts are to be ab- 
sorbed within the present appropriations. 


CHANGE IN PATIENT LOAD SPECIFICATION 


Another change in appropriation language that we are proposing is 
with respect to the total number of beneficiaries to be furnished in- 
patient care. The number specified in the appropriation act is 141,100. 
As applications for care have not come up to expectations, we are 
requesting that the total of 141,100 be reduced to 140,100. Only 40 
of this reduction relates to care in VA hospitals, the balance repre- 
senting decreases in State homes, contract hospitals, and domiciliaries. 
This reduction will permit the utilization of $2,333,000 to partially 
offset the additional requirements for wage board employees in the 
inpatient care appropriation. The proposed change will permit such 
use of money which otherwise would have to be held in reserve under 
the provisions of the appropriation act. 

The various officials of the Veterans’ Administration who are here 
with me will be gald to furnish you with any additional information 
you may request. 
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MepbicaL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


LIMITATION ON TRAVEL 


Mr. THomas. Mr. Reporter, insert the paragraph in House Docu- 
ment 115 relating to this item and pages M—1 and M-2 in the record. 
(The matter referred to is as follows:) 


MeEpIcAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


“The limitation under this head in the Independent Offices Appropriation Act? 
1957, on the amount available for expenses of travel, is increased from ‘$992,200 
to ‘$1,012,200’.”’ 

When Congress enacted the Independent Offices Appropriation Act, 1957, it 
increased the Veterans Administration’s medical research program substantially 
without any increase in the travel expense limitation. Administration of the 
expanded program will require an additional $20,000 for employee travel princi- 
pally for expenses of research investigators participating in cooperative studies 
of diseases or methods or treatment. 


MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES, FISCAL 
YEAR 1957, $0 


Explanation for increase in employee travel limitation 


Additional travel limitation in the amount of $20,000 is required during the 
remainde ‘r of fiscal year 1957 in the medical research program as a result of the 
expanded scope of the program permitted by the funds appropriated by Congress. 
The original fiscal year 1957 estimate submitted to the Bureau of the Budget 
included total requirements of $5,679,200 for the conduct of the program of which 
$70,000 was included as required for travel. The Congress, however, appropriated 
$10 million for the operation of the program with no increase in the $70,000 
travel requirements. The appropriated amount has permitted an enlargement 
of the program to include more research studies of the many diseases affecting 
the aging veteran population. Administration of the expanded program has 
made it apparent that additional travel funds are required in order to insure 
adequate coordination of all aspects of the program. Typical examples of the 
types of travel involved are: 

(a) Travel to assist a VA hospital or clinic in establishing the personnel, 
supply and equipment requirements for expanded research activities or to 
review the activities in progress. 

(b) Travel of principal research investigators of field stations to other VA 
hospitals or clinics with research activities to discuss technical problems 
of mutual interest. 

(c) Travel of principal research investigators of the field stations partici- 
pating in a cooperative study of a disease or method of treatment to group 
meetings to establish standard methods, controls, and objectives in conducting 
the study. Also, travel to group meetings for the purpose of reviewing the 
progress or conclusions derived from the cooperative study. 

This is a request only for an increase in the limitation of travel as stated in 
the Appropriation Act. No increase in the amounts appropriated is reauested. 


Mr. Tuomas. This is medical administration and miscellaneous 
operating expenses. The limitation under this head in the Inde- 
pendent Offices Appropriation Act of 1957, on the amount available 
for expenses of travel of employees paid from this appropriation, and 
those engaged in training programs, is increased from $992,200 to 
$1,012,200, an increase of ; $20,000. 

You want to increase the limitation $20,000. 

Where are you going to get the money? It calls for no money, but 
where is it coming from? 

Mr. Scuoen. It is within the total appropriation, sir. 

Mr. Txromas. I will read from your justification subheads (a) and 
(6), which appear on page M--2. 
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Travel to assist a VA hospital or clinic in establishing the personnel, supply 
and equipment requirements for expanded research activities or to review the 
activities 1n progress. 

This is your justification. It sounds a little weak, gentlemen. 
Then under (5), you have: 
Travel of principal research investigators of field stations to other VA hospitals 
or clinics with research activities to discuss technical problems of mutual interest. 

This is dealing particularly with your medical research program as 
a result of the expanded scope of the program permitted by the funds 
appropriated by Congress. We earmarked $10 million last year, and 
you earmarked $10 million for fiscal year 1958, is that correct? 

Mr. Scuoren. That is correct. 

Mr. Tuomas. And this is for expanded travel. How much are you 
going to spend? Is it $1 million? 

Mr. ScHoren. That is the total for the medical administration 
appropriation. 

Mr. Tuomas. What is the total amount for the medical administra- 
tion program for 1957? It is $20,700,000, is that correct? 

Mr. ScHoen. That is correct. 

Mr. THomas. And you want $1 million of it, or 5 percent, for travel? 

Mr. Scuoren. That is right, si 

Mr. THomas. What will be your carryover for 1957 in medical 
administration? 

Mr. Baker. I doubt if it will be very much. 

Mr. Tuomas. In your next item, ‘Inpatient care,’’ vou are taking 
out $1 million. 

Mr. Baker. That is right; for transfer from ‘‘Medical administra- 
tion”’ to “Inpatient care.” 

Mr. THomas. Are there any questions, gentlemen? 

If not, we will consider “Inpatient care,” the next item. 


INPATIENT CARE 


Mr. Reporter, insert pages IC fe IC 18 and | particularly call your 
attention to the table 1C-3. Also put in the paragraph from House 
Document 115 relating to inpatient care. 

(The matter referred to is as follows:) 


INPATIENT CARE 


“For an additional amount for ‘Inpatient care’, $3,000,000, of which $1,450,000 
shall be de rived by trans f¢ 7 from the appropriation for ‘Gre vie ral operating ( r pe Se 8’. 
fiscal year 1957, $1.000.000 shall he derived by transfer from the amount of the 
appropriation Jor “Mi dical administration and miscellaneous ope rating er pense 
fiscal year 1957. which is available for medical research and, $550,000 shall be derived 
by transfer from the appropriation for ‘Outpatient care’. fiscal year 1957: and the 
limitation under this head in the Independent Offices Appropriation Act, 1957, on 
the amount available for expenses of travel, is ine reased from ‘$366,500' to ‘$396,500° 
Provided, That, notwithstanding the last proviso under this head in the Independent 
O fhice 8 A ppropriat on Act, 1957, anpatient care and treatment may be furnished to an 
average of 140,100 beneficiaries di ring the curre nt fiscal year without any p oportionate 
reduction in expenditure re 

This proposed supplemental appropriation is to meet the cost of increased 
rates of pay for employees whose salaries are determined by wage boards in ac- 
cordance with prevailing rates. To date these increases have aggregated 
$5,333,000 for fiseal year 1957, of which $3 million cannot be absorbed within the 
existing appropriation 

The proposed increase in the limitation for employee travel is to permit con- 
tinued expansion of the foster-home program for neuropsychiatric patients, to 
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provide for transfer of trained employees between hospitals where necessary, and 
to meet increased requirements for patient-escort travel. 

The average number of beneficiaries who will require inpatient care and treat- 
ment is now estimated to be 1,000 less than the number forecast in the budget. 
The above provision will make the savings resulting from this reduced require- 
ment available to finance a part of the salary-increase costs for wage-board 
employees. 

VETERANS’ ADMINISTRATION, $3,000,000 


CHANGES IN APPROPRIATION REQUIREMENTS, INPATIENT CARE, VA 1957 


The changes in appropriation requirements for the appropriation ‘Inpatient 
care, VA 1957,”’ consist of (1) net requirement for $3 million to pay wage-rate 
increases approved during the period January 1 through December 31, 1956, in 
accordance with Public Law 763, 88d Congress, after (2) reduction of 1,000 
beneficiary load to a revised total of 140,140, and (3) increased employee-travel 
limitation in the amount of $30,000 to provide a revised limitation of $396,500 
for the current fiscal year. The necessity for these appropriation changes is 
explained in detail in the following statements. 


A. Explanation of supplemental appropriation requirement of $3 million for wage- 
rate increases 


Supplemental requirements arising from application of the prevailing wage-rate 
system as prescribed by Public Law 763, 83d Congress, amount to a net total of 
$3 million. The gross requirement for the fiscal year is $5,333,000, of which the 
sum of $2,333,000 will be absorbed primarily by reducing the average beneficiary 
load by 1,000 from that planned under the current year’s appropriation. 

Public Law 763 requires that wage-board employees receive wage rates which 
“shall be fixed and adjusted from time to time as nearly as is consistent with the 
public interest in accordance with the prevailing rates.’’ Since the passage of the 
act there has been a nationwide rise in the hourly rates. Further, the President 
has directed that each department or agency review existing wage policies and 
programs, and, in concert with other departments or agencies, achieve to the 
maximum extent practicable, comparable pay among these units of employees 
doing similar work within a given local area. From January 1 through December 
31, 1956, approximately 22,000 Veterans’ Administration employees have received 
Wage-rate Increases, at a cost of $5,333,000 for fiscal vear 1957. As indicated 
above, the sum of $2,333,000 can be absorbed within the current appropriation. 
This leaves $3 million as the net requirement for payment of wage-board increases 
already approved and in effect; and for increases for some 4,000 additional em- 
plovees in wage areas such as Los Angeles, San Francisco, Boston, and Dayton, 
for whom wage-rate increases are currently being withheld pending action 
on this request 

This estimate provides only for payment of wage-rate increases approved from 
January 1 through December 31, 1956. Provision is not made in this supple- 
mental request for the payment of wage increases that may be required for in- 
creases approved during the period January 1 through June 30, 1957, should the 
trend of increasing wage rates continue. Any extended delay in the availability 
of funds to cover the wage-rate increases resulting from agency action in keeping 
with the intent of Public Law 763 will cause serious problems in the recruitment 
and retention of essential hospital personnel. This can only reflect itself in a 
reduction in the numbers of veterans hospitalized and in a lowering of the quality 
of medical care provided in VA hospitais. 

B. Explanation of re quest d re duction of 1,000 he neficrar y load 

The inpatient care beneficiary loads originally projected for fiscal year 1957 
have been restudied, and experience to date has demonstrated that actual require- 
ments for care and treatment will be less than planned in the VA domiciliary, VA 
hospitals, contract hospitalization, and State home programs. The specifie reduc- 
tions requested are shown below for the indicated programs, and, together with 
decreases in domiciliary program employment and other savings, will permit 


»« p = 


application of $2,333,000 to the $5,333,000 overall cost of wage-rate increases 
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Workload 
planned in Revised Net decrease 
fiscal year workload in workload 


1957 budget | 











: 
VA domiciliaries_- ‘ ae eee Sea 17, 000 16, 600 —400 
State homes 9, 300 9,000 | —300 
Contract hospitals-_-_- | 3, 260 3, 000 — 260 
VA hospitals - _- | 111, 540 111, 500 —40 

Wess 2c lese “ | 141, 100 40, 100 of i 000 





C. Explanation for increase in employee-travel limitation 


An increase in fiscal year 1957 of $30,000 in employee-travel limitation over 
the $366,500 available in the current year’s appropriation is considered essential 
in the best interests of patient care and efficient operation of the hospital system. 
It will be possible to provide for this increase within the current appropriation. 

Mr. Tuomas. Let me read the language: 

For an additional amount for inpatient care, $3 million, of which $1,450,000 
shall be derived by transfer from the appropriation for general operating expenses, 
fiscal year 1957, $1 million shall be derived by transfer from the amount of the 
appropriation for medical administration and miscellaneous operating expenses, 
fiscal year 1957. 

How much do we have for 1957 under the general operating ex- 
pense appropriation? Is it $163 million for last year? What is going 
to be your total carryover unexpended balance? 

Mr. Baker. The way it looks now, Mr. Chairman, I would say 
approximately $1 million after the transfer to inpatient care. 

Mr. THomas. We gave you about $2,500,000 too much for 1957, 1 
that right? 

Mr. Baxer. That is right. 

Mr. Tuomas. For fiscal year 1957, $1 million shall be derived by 
transfer from the amount of the appropriation for medical adminis- 
tration and miscellaneous operating expenses. How much did we 
give you for medical administration last year? 

Mr. Baker. $20 million plus, including medical research. 

Mr. Tuomas. The answer is $20,700,000. What will be the 
unexpended balance for medical administration? 

Mr. Baker. A very small amount. 

Mr. Tuomas. What would be your guess, another half million 
dollars? 

Mr. Baker. I doubt it will be that much. 

Mr. Tuomas. In round figures, we appropriated $1,500,000 too 
much for medical administration in 1957. The total for 1957 was 
$20,700,000. <A better estimate would have been about $19,200,000. 
Five hundred and fifty thousand dollars shall be derived by transfer 
from the appropriation for outpatient care. How much did we 
appropriate, $83 million? 

Mr. ScHoren. Yes. 

Mr. Toomas. What will be the carryover? 

Mr. ScHoENn. $300,000. 

Mr. Tuomas. In other words, about $1 million too much appro- 
priated for 1957, is that correct? 

Mr. Scnoren. This if in fee basis dental treatment, most of it. 

Mr. Tuomas. You are increasing vour travel from $366,500 to 
$396,500. That is $30,000 for a travel increase, is that right? 
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Mr. Scuoren. Yes, sir. 

Mr. Tuomas. Here is another item which says: 

Provided, That, notwithstanding the last proviso under this head in the Inde- 
pendent Offices Appropriation Act, 1957, inpatient care and treatment may be 
furnished to an average of 140,100 beneficiaries during the current fiscal year 
without any proportionate reduction in expenditures. 

That means you are reducing your patient total from 141,100 to 
140,100, or a decrease in inpatient care for the year of 1,000 patients. 

Mr. Scuoren. That is right. 

Mr. Tuomas. How will that affect your 1958 budget when you 
testified you would have 607 more beds in occupancy in 1958 than in 
1957? 

Mr. Scuorn. This brings the 1957 estimate of patient load for VA 
domiciliary, State soldiers homes, and contract hospitalization to the 
figure for 1958. 

Mr. Tuomas. That is already in the record, but it won’t hurt to 
repeat that table again. For VA domiciliaries, you had for the year 
1957 a total of 17,000. 

Mr. Scuoen. And that is 16,600 in the 1958 budget; yes. 

Mr. Thomas. A decrease of 400 beds for 1957? 

Mr. Scnorn. That is right. 

Mr. Tuomas. And for State homes. 

Mr. Scuoren. 9,000, which is the same as 1958. 

Mr. Tuomas. Contract hospitals? 

Mr. Scnoren. The same. 

Mr. Tuomas. 3,260, a decrease of 260. 

Mr. Scuoen. That is the same as 1958. 

Mr. Tuomas. For the VA hospitals, you have 111,000 beds. How 
many hospitals do you have? 

Mr. ScHoEN. 175. 

Mr. Tuomas. 111,540 beds, and that will be decreased to 111,500, 
a decrease of 40 beds for 1957. How in the world can you come up 
with any such figure as that in any 6-month period in advance? 
That can’t possibly be anything but the best guess that you can 
make. It can be certainly more by 1,000 or it can be less by 1,000. 

How many VA beds, exclusive of domiciliary, do you have actually 
in existence today? 

Mr. Scnoen. | have that figure. 

Mr. Tuomas. Whether they are in or out, I have a figure of 131,000 
Is that right? 

Mr. Scuoren. That isit. That is approximately the figure. 

Mr. Tuomas. What are you doing with those 20,000 beds you are 
not using, gentlemen? They are all furnished and in existence. 
The beds are there and the linens are there. 

Mr. Scnoren. The 1958 estimate for VA hospitals is 112,100 patients, 
or 600 more than the revised in 1957 load. 

Mr. Tuomas. Well, subtracting your 16,600 domiciliaries, at best 
vou have around 126,000 or 127,000. Those 20,000 VA beds don’t 
include the domiciliaries, do they? 

Mr. Scuoren. No. 

Mr. Tuomas. Does it mean we are getting too many hospital 
beds around the country? 

Mr. Scuoren. The number of beds that we have in operaiion 
is approximately 121,000 as of March 11. We cannot operate a 
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hospital and have every bed filled all the time, because the patient 
load varies. 

Mr. Tuomas. You are operating 121,000 beds now? 

Mr. ScHorn. Yes. 

Mr. Tuomas. How many of them do you have that you are not 
operating now? 

Mr. Scuoren. Between 9,000 and 10,000. 

Mr. Tuomas. So my first figure is right. You have about 131,000 
beds, and you have a 20,000 nonuse bed capacity? 

Mr. Scuooren. Only 10,000 of these beds are not used. 

Mr. Tuomas. I am reading your figure of 111,500. I did not put 
the figures in the justification. If I am wrong, vour figures are 
wrong. You are explaining it away. It might be a very good 
justification, but is your figure correct or incorrect of 111,000? 

Mr. ScHoen. 111,500. 

Mr. Tuomas. Is it beds in use? Is that correct? 

Mr. Scuoen. For this vear, average. 

Mr. THomas. And you have 121,000 beds? 

Mr. Scuogen. That is right. 

Mr. Tuomas. So there are 20,000 beds you are not using. The 
reason for that is that you can’t use all the beds all the time? 

Mr. ScHoen. That is right, sir. 

Mr. Tuomas. Isn’t that figure of 20,000 a little high for nonoccu- 
pancy? 

Mr. Scooen. Of the beds that are in operation, patients are cur- 
rently occupying 93 percent. 

Mr. Tuomas. What happens to the other 7 percent now? 

Mr. Scuorn. The other 7 percent are beds that are committed to 
patients coming in. We don’t have the patient available immediately 
to put in a bed as it becomes vacant. 

Mr. Tuomas. That is 10,000 beds; isn’t it? 

Mr. Scuoen. That is right. 

Mr. Tuomas. That is a lot of beds, and I think you have a better 
answer than the one you are giving. 

Mr. Scooen. We have only 7 percent of the beds presently 
unoccupied. 

Mr. Tuomas. Why? Is it because of the changeover program 
and this constant overhauling? 

Mr. ScHoen. That will affect it. The changeover of beds is 
reflected in the difference between 121,000 and 131,000 beds. The 
difference between 121,000 in operation and the current patient 
load of 113,000 is required for flexibility in hospital operation. 

Mr. Tuomas. This language we have in the 1957 and 1958 acts, 
these figures of 141,000 beds in occupancy—you are reducing that and 
it is purely a mythical figure. 

Mr. Scuoern. It is a reduction in the number of patients that we 
would be required to take care of by the appropriation language. 

Mr. Tuomas. For 1958 you have $702 million for inpatient care. 
It looks to me like it is about $35 million too much. 

Mr. Scuoen. For 1958? 

Mr. Tuomas. Yes, sir. 

Mr. Scuoren. No. 

Mr. Tuomas. I can take your own figures. You are making the 
case. 
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Mr. Scuoren. You are not taking—excuse me, sir. 

Mr. Tuomas. If your figures are right. 

Mr. Scuoen. The figures are right, sir. 

Mr. Tuomas. Well, all right. 

Mr. Osrertac. May we be off the record, Mr. Chairman? 
Mr. Tuomas. Yes. 


(Discussion off the record.) 
READJUSTMENT BENEFITS 


Mr. Tuomas. Mr. Reporter, will you put pages RB-1 and RB-2 
in the record, and the paragraph from House Document 115. 
(The matter referred to is as follows:) 


{EADJUSTMENT BENEFITS 


“For an additional amount for ‘Readjustment benefits’, $77,000,000, to remain 
available until expended.” 

This appropriation provides for education and training allowances to veterans 
and war orphans, vocational rehabilitation of disabled veterans, loan guaranty 
payments, and housing grants for disabled veterans. 

The amount available for obligation in fiscal year 1957 is $775 million but 
experience to date indicates that this amount is insufficient principally because 
of increase in enrollments and rates of payments for educational benefits by 
veterans of the Korean conflict, under provisions of Public Law 550, approved 
Julv 16, 1952. Funds are also included in this request for loan-guaranty activities 
to provide for increased property acquisition at higher than anticipated average 
costs and for the costs resulting from the War Orphans Educational Assistance 
Act of 1956, Publie Law 634, approved June 29, 1956. 

On December 19, 1956, this appropriation was reapportioned on a basis which 
indicated a necessity for a supplemental estimate, pursuant to section 3679 of 
the Revised Statutes, as amended. This action was reported to the Congress by 
the Director of the Bureau of the Budget on that date. 


JUSTIFICATION OF ESTIMATE, FISGAL YEAR 1957 


Readjustment benefits, VA supplemental request, $77 million 


Additional funds in the amount of $77 million will be required for the payment 
of readjustment benefits during fiscal year 1957 because of 

1. The increased number of veterans in training under the provisions of Public 
Law 550, 82d Congress, as amended. The funds presently available, of 
$709,941,135, will provide for a monthly average training load of only 526,663, 
at an average annual cost of $1,348. The number of veterans in training has 
increased from 342,315 at the end of June to 763,529 as of December 31. The 
current estimate of monthly average training load for the fiscal year is 583,000, 
which will require an additional amount of $76,100,000. 

2. It is estimated that a monthly average training load of 4,500 will be in train- 
ing during fiscal year 1957 under the provisions of Public Law 634, 84th Congress, 
‘War Orphans’ Educational Assistance Act of 1956,” at an average annual cost of 
$1,320 for a total of $5,933,000. Funds have not previously been requested for 
the payment of this benefit 

3. Additional funds in the amount of $3,221,000 will be required during the 
fiscal year to reimburse training institutions and establishments for prior years’ 
tuition and supplies and equipment. 

1. Based on 6 months’ actual experience, additional funds in the amount of 
$5,617,000 will be required for payment of claims and loan and property acq'1isi- 
tions. Increased requirements for claims paid are die to the increase in number of 
claims and payment per claim as previously estimated. The additional require- 
ments for loan and property acquisitions are based on the increased cost per 
acquisition, 

5. During the past 6 months, the number of housing grants has exceeded our 
previous estimate. However, the payment per grant has decreased slightly 
The revised estimate indicates a net increase of $572,000 will be required over that 
presently available. 








Mr. Tuomas. This is where we get into the big money. This is for 
an additional amount for readjustment benefits of $77 million to 
remain available until expended. This takes care of what? 

Mr. Baker. Additional training under the provisions of Public 
Law No. 550. 

Mr. Tuomas. What is Public Law 550? 

Mr. Baker. That is for the Korean conflict veterans, education and 
training. 

Mr. THomas. When does their benefit training end under Public 
Law 550? 

Mr. Baker. 1965. 

Mr. Tuomas. When was the cutoff date? 

Mr. Baker. January 31, 1955, for entrance into the service. 

Mr. Tuomas. January 31, 1955, entrance into service. Anybody 
who went into service after January 31, 1955, is not entitled to these 
benefits? 

Mr. Baker. That is right. 

Mr. Tuomas. When they come out, and if they were in the service 
prior to that date, they are entitled to it; is that right? 

Mr. Baker. Yes, sir. 

Mr. THomas. How much do you want for the Korean veterans 
under Public Law 550 out of the $77 million? 

Mr. Baker. We need $77,100,000 additional for the Korean vet- 
erans. 

Mr. THomas. Will you break that down? For what objects or 
classification for the Korean veterans? 

Mr. Baker. That is all under grants, subsidies, and contributions. 

Mr. THomas. Break it down. 

Mr. Baker. $85,826,000 increase under that object of expenditure. 

Mr. Tuomas. Can you break it down? 

Mr. Baker. There is not any breakdown, except that we pay them 
a monthly subsistence allowance, and it all comes under that classi- 
fication. 

NUMBER OF TRAINEES 


Mr. Tuomas. Your justification leaves too much guesswork. You 
state: 

The funds presently available of $709,941,000 will provide for a monthly aver- 
age training load of only 526,663, at an average annual cost of $1,348. The 
number of veterans in training has increased from 342,315 at the end of June 
to 763,529 as of December 31. The current estimate of monthly average train- 
ing load for the fiscal year is 583,000, which will require an additional amount of 
$76,100,000. 

How do you arrive at that figure? How many do you have in 
training now? 

Mr. Baker. At the end of February there were 734,000. 

Mr. THomas. As of March 1, you had how many in training? 

Mr. Baker. 734,807 under Public Law 550. 

Mr. THomas. What are you paying them? 

Mr. Baker. $110 a month, plus certain allowances for dependents. 
The average overall is $1,348 per year for a trainee. 

Mr. Tuomas. $1,348 per trainee, and that is for education and 
training, and the bill for education alone is $76,100,000. Is that 
your guess? 

Mr. Baker. A revised estimate. 
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Mr. THomas. When did you make this estimate? 

Mr. Baker. About 60 days ago, I believe, at the time we submitted 
it to the Bureau of the Budget. 

Mr. THomas. Why this sudden jump in enrollment. What 
basis for it? 

Mr. Ketsey. Mr. Coile can answer that. 

Mr. Corie. This is not exactly a sudden jump. It has been increas- 
ing month by month over comparable figures for the prior years, all 
along the line. 

Mr. THomas. When are vou going to see the downgrade? 

Mr. Corte. We estimate that we are at about the peak. As a 
matter of fact, our 1958 forecasts are for a slightly lower average 
training load than we would experience in 1957. 

Mr. Tuomas. This is no-year fund? 

Mr. Corte. That is right. 

Mr. THomas. What other items make up the $77 million? 


is the 


WAR ORPHANS EDUCATION PROGRAM 


Mir. Baker. The war orphans education program. 

Mr. Tomas. You estimate that 4,500 will be in training during 
fiscal year 1957 under the provisions of Public Law 634? When was 
that passed? 

Mr. Baker. Late last summer. 

\ir. Toomas. That is a total cost of $5,933,000. What are the 
benefits granted to the war orphans, and who : e 


] 
declared LO be war 
orphans? 


Mir. Cotte. Mr. Chairman, the benefit is an education and traming 
benefit that is available to the children of any veteran who died 
because of a disabilitv incurred during the period of World War I, 
World War II, or the Korean conflict. 

Mir. Tuoomas. World War I, World War II, and Korea? 

Mr. Coite. That is right, sir. And the children of those are 
between the ages of 18 and 23 


Mir. THomas. Some of the children of World War | veterans are 
about 31 or 32 


) - 
\M[Ir. Cotte. Yes, sir; but they would be ineligible for entitlement. 

Mr. Toomas. Why? 

Mr. Cotte. Because the law fixes an age limit. 

Mr. THomas. What is the age limit? 

Mr. Corte. Ordinarily between 18 and 23. 

Mr. Toomas. What do you mean by “ordinarily’’? 

Mr. Corte. There are some exceptions which permit the children 
© be eligible who are older than 23 vears of age. 

Mr. THoomas. How do vou arrive at the figure of $5,933,000? Can 
vou break it down between World War I, World War II, and the 
Korean veterans, as to the number, ave groups, and the amount? 
vou do that now for us, give us a little horseback opmion? 

Myr. Corte. We can give vou some statistics on the number of 
orphans of veterans of those various categories by their age groups. 

The information requested is as follows :) 


Can 


91009—57——9 
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Estimated distribution of children by age on World War I, World War II, and 
Korean conflict death compensation rolls, as of ora mber 30, 1955 


Number of children | Number of children 
Individual age Individual age 

W orld W orld Korean World World | Korean 

War I War II conflict War I War Il conflict 
l 3 300 1, 300 I F 199 30, 200 700 
2 7 FOO 1,400 || 14 272 12, 900 700 
3 12 900 1, 700 15 448 10, 500 400 
4 29 1, 200 1, 700 16 502 &, 712 100) 
5 6 1, 900 1, 700 17 $87 8, 100 399 
6 Ot 2, 300 1, 500 18 200 2.910 2 
7 76 3, 000 1, 500 19 200 1, 200 2 
8_. 76 4, 000 1,500 || 20 195 S48 47 
} 89 5, 200 1,500 || Helpless children 729 272 15 
10 182 6, 200 1, 400 || 
oe... 192 9, 900 700 Total 4, 272 132, 542 19, 365 
12 202 21, 500 700 


NOTE Available data on age of children on the death compensation rolls is limited to those childret 
in cases involving not more than 2 children, or in cases involving 3 or more children to the age of the eldest 
and youngest child on the case 


Mr. THomas. How do you arrive at the figure which you have 
here? 
ma Corie. It is our best estimate as to the number who are 
ble and who will avail themselves of the benefits. 

Mr. THomas. How many applications do you have on file? 

Mr. Corte. We have received by the end of February, February 28, 
a total of 6,548 applications. 

Mr. THomas. Dollarwise, what would that amount to? 

Mr. Corus. If they were all in training for a year, $7,500,000. 

Mr. Tuomas. This $5,933,000 figure is about 50 percent too much. 

Mr. Ketsry. Too low. 

Mr. Tuomas. This is for the remainder of the fiscal veat 

Mr. Baker. Some of them are already in training, and have been 
for some time. 
Mr. Monk. This is all new money. We had no money for this bill 
Mr. Tuomas. How long have they been in training? 
Mr. Monk. Since October. 
Mr. THomas. At most vou have only 9 months of the fiscal year. 
Mr. Monk. That is what we computed the estimate on. 
Mr. Tuomas. Can you break it down by months, those who went 
training, and by months as to the number of applications received? 
Mr. Monk. Yes, sil 


(The matter referred to is as follows:) 


eligi 


Summary of activities for July through Feb uary fiscal year 1957 under the War 
Orphans Educational Assistance Act 


Applications Costs 
received 
Mont! a 3 In train- 
ing 
Monthly | Cumula- Monthly | Cumula- 
tive tive 

July O: t56 
August 1, 262 1, 267 
September - -_ . 1, 896 3, 163 
October 1, 149 4,312 262 
November 756 5, 068 R45 $A0, 686 
December $47 5, 515 1, 430 180, 496 $241, 182 
January. ; 595 6,110 1, 923 271, 241 512, 423 


February i ; 459 6, 569 2, 302 314, 118 826, 541 
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Mr. Tuomas. To whom does it apply? 

Mr. Corie. It applies to any child in accordance with the definition 
of a child applicable in Veterans’ Administration laws. However, 
the training cannot be afforded to a child in a foreign country. The 
child must be in the United States or one of its Territories or posses- 
sions, at the time that the child takes the training. 

Mr. THomas. Does the paternity have to be established, or any- 
thing like that, in the application? 

Mr. Cotte. Yes, sir; paternity or adoption has to be established, 
although there are provisions for recognition of an illegitimate child. 

Mr. OsrertaG. In other words, the death does not have to be dur- 
ing the period of the war, but attributable to the war as a result of 
injuries incurred during the war. 

Mr. Cotte. Or as a result of disease incurred during the war, that 
is correct. 


AUTOMOBILES AND OTHER CONVEYANCES FOR DISABLED VETERANS 


Mr. Tuomas. Mr. Reporter, will you put in page A-1 and the 
pertinent paragraph of House Document 115 in the record at this 
point? 

(The matter referred to is as follows:) 


AUTOMOBILES AND OTHER CONVEYANCES FOR DISABLED VETERANS 


To enable the Administrator to provide, or assist in providing, automobiles or 
other conveyances for disabled veterans as authorized by the Act of October 20, 1951, 
as amended (38 U.S. C. 252a-252e), to remain available until expended, $1,000,000, 
to be derived by transfer from the appropriation for ‘Compensation and pensions’.”’ 

Public Law 92, approved June 21, 1955, removed the time limit on applications 
for automobiles and other conveyances under certain conditions. No appropria- 
tions have been made since that date. The rate of obligations during the first 
6 months of 1957 indicate that the remaining funds will be exhausted before the 
end of the year. Of the $1 million transfer requested, $150,000 is for use during the 
current year and $850,000 is to maintain the program through 1958. 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1957 


Automobiles and other conveyances for disabled veterans, VA, $1 million 


Additional funds in the amount of $1 million, to be derived by transfer from 
the appropriation for ‘Compensation and pensions, VA,” are requested to provide, 
or assist in providing, automobiles or other conveyances for disabled veterans, 
as authorized by the act of October 20, 1951 (88 U. 8. C. 252). It is estimated 
that approximately $150,000 will be required to meet obligational requirements 
during the remainder of fiseal year 1957, and $850,000 will be required for fiscal 
vear 1958 needs. 

Public Law 92, 84th Congress, approved June 21, 1955, extended the time limita- 
tion for application for benefits under the aforementioned act 2 vears to October 
20, 1956, with provision for later application if the qualifying disability occurs 
after discharge or release from active service, or is determined to exist at a subse- 
quent date The effect of this legislation in increasing requirements of the 
appropriation was not fully anticipated at the time of submission of the 1957 
budget, and additional funds were not requested. However, obligational re- 
quirements during the first 6 months of the current year indicate presently avail- 
able funds will be exhausted during the fourth quarter of fiseal year 1957, necessi- 
tating this supplemental request. Obligations have been incurred during the 
period July | through December 31, 1956, in the amount of $503,717, leaving 
$415,935 available for the remainder of fiscal vear 1957. 

Obligations payable from this appropriation arise by operation of law and are 
not administratively controllable. 


Mr. Tuomas. This is for automobiles and other conveyances for 
disabled veterans, $1 million additional funds to be derived by 
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transfer from the appropriation for “Compensation and pensions, VA.” 

Mr. Ketsey. Yes, si 

Mr. Tuomas. It is i a: that approximately $150,000 will | 
es to meet obligational requirements during the remainder of 
fiscal year 1957, and $850,000 will be required for fiscal year 1958 needs. 

What do you pay for these automobiles now? What i the statute? 

Mr. Baker. The maximum which the VA can pay is $1,600. 

Mr. THoMas. Are you able to get the cars you need at that price? 

Mr. Baxer. As the veterans establish eligibility; yes, sir. 

Mr. Vurseuu. Will you explain this item just a little more fully, 
please? Some of us have not been on the committee as long as the 
chairman. 

Mr. Baker. The first requirement is that the veteran has to be 
seriously disabled through the loss of or use of the feet, and I think it 
now encompasses the blind, and it also encompasses the loss of 
loss of use of the hands. 

Mr. VursE... Is this an outgrowth of Congresswoman Rogers’ bill? 

Mr. Baker. Yes, sir. 

Mr. Jonas. Did you say the blind? 

Mr. Baker. That is right. 

Mr. Jonas. They are entitled to automobiles? 

Mr. Baker. That is right. 

Mr. OstertaGc. What is the allowance? 

Mr. Baker. The maximum is $1,600 per eligible veteran. 

Mr. Jonas. How can they run an automobile if they are blind? 

Mr. Baker. They can’t. Someone has to run it for them. 

Mr. Ostertaa. A blind veteran is allowed an attendant, is he not? 

Mr. Ketsey. Ordinarily they get an allowance for an attendant. 

Mr. Ostertac. Generally speaking, that is. Therefore, it would 
be a question of whether the attendant could drive the car or not. 

Mr. Baker. That is right. 

Mr. OstertaG. That is a part of the rehabilitation program, am 
I correct? 

Mr. Baker. Correct. 

Mr. Vurse.u. You state that the funds will be exhausted during 
the fourth quarter of fiscal year 1957, and you want $1 million to carry 
you for the rest of 1957? 

Mr. Keusry. And 1958. 

Mr. Baker. That is right, 1958. It is a continuing appropriation 

Mr. Vurse.y. But you anticipate probably that you would have 
to have some more for 1958? 

Mr. OstertaAG. This is a transfer from the benefit compensation 
funds which are in excess in 1957. 

Mr. Baker. Yes, si 

Mr. VurseE.t. aw. much is the excess now? 

Mr. Baker. To the best of our belief, after we make the proposed 
transfers there is a possibility of about $25 million. 

Mr. VurseE.u. It seems to be a pretty comfortable amount. 

Mr. Baxer. Public law 881 may have quite an effect on that. We 
don’t know the full results of that law yet. 


WAR ORPHANS EDUCATION PROGRAM 


Mr. Vursexy. Getting — to the war orphans, do you think that 
student load will increase, or has it reached its peak now? 
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Mr. Baker. Mr. Coile can answer that. 

Mr. Core. Yes, sir, it willincrease. In fact, the bill has not really 
gained any substantial momentum yet. It probably will be 4 or 5 
vears from now, when we reach the maximum number of orphans of 
World War II veterans. 

Mr. Vurseii. What would be your idea of the cost per year? 

Mr. Corn. We think there will be about 15,000, in training during 
the peak years. 

Mr. Vurseti. What will be the cost? 

Mr. Cots. $15 million or $20 million a year. 

Mr. Vurseitt. How much does each student get per year? 

Mr. Corrs. We are estimating $1,320 per vear. 

Mr. Vursetn. $1,320 multiplied by the number? 

Mr. Cotte. Yes, si 

Mr. Jonas. Is that fund available only for higher*education? 

Mr. Corre. Not entirely, although it is geared principally to higher 
education. 

Mr. Jonas. The funds are not available for high school education? 

Mr. Corin. It is not available for strictly high school education. 
It is available for children who drop out of high school in order to 
take a vocational training program, for example. 

Mr. Jonas. Vocational or college? 

Mr. Osrerrac. The age bracket of 18 to 23 automatically lends 
itself to either vocational or higher education. 

Mr. Corr. That is correct. 

Mr. Osrertraa. The average student who has graduated from high 
school is about 18. 

Mr. Corie. Yes, and if a student graduates before he is 18, he 
ligible at that age. 

Mr. Osrerrac. What is the total amount of money in the fiscal 
vear 1957 budget that is being transferred from compensation and 
pensions? 

Mr. Baker. $14 million. 

Mr. Ostrertaac. And that is made up of what? 

Mr. Baker. $13 million transferred to readjustment benefits, and 
$1 million transferred to automobiles for disabled veterans. 

Mr. Osrertac. And despite this transfer, you anticipate a $2: 
million surplus or balance at the end of this fiscal year? 

Mr. Baker. As far as we can see now. 

Mr. Tuomas. Out of all your accounts? 

Mr. Baker. Out of compensation and pensions. 

Mr. Monk. Three calendar days’ pay is abot it $25 million. The 
surplus we are referring to represents only about 3 calendar days’ pay. 

Mr. Tuomas. Thank you, gentlemen. It is nice to see you again, 
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Mr. Tuomas. Will the committee please come to order? We have 
with us this morning the Civil Service Commission. It is certainly 
nice to see again and have with us our many friends, Mr. Macy, the 
Executive Director, Mr. Irons, the Director of the Bureau of Depart- 
mental Operations, Mr. Williams, the Director of the Bureau of 
Management Services, Mr. Uhlenhop, the Chief of the Budget and 
Finance Division, and Mr. Hamill, the Chief of the Budget Section. 

We are certainly sorry to hear that our old friend, Commissioner 
Fred Lawton, is ill. I hope vou will take back to him our sincere 
good wishes and tell him we wish him a speedy recovery. 

Gentlemen, do you have any statements here for us? 

Mr. Macy. Mr. Chairman, Commissioner Lawton requested you 
permission to have this statement read which outlines the Commis- 
sion’s requests in the Supplemental for fiscal year 1957, House Docu- 
ment No. 115. 

Mr. THomas. We would be delighted to have it if you would read 
it for us. 

GENERAL STATEMENT 


Mr. Macy. All right, sir. 

Mr. Chairman and members of the committee, we appreciate this 
opportunity to present for your consideration requests for additional 
funds this fiscal year in three areas: (1) Salaries and expenses 
$150,000; (2) annuities under special acts, $552,000 and (3) expense 
limitation, employees’ life insurance fund, $76,500. The need for 
these funds in items (1) and (2) above results primarily from the 
effects of legislation passed by the 84th Congress, ee to ) the 
passage of the appropriation act of fiscal year 1957. For the i Ase 
in the expense limitation, the need has been apparent since thie amend- 
ment to the Government Employees’ Life Insurance Act on August 11, 
1955. 

SALARIES AND EXPENSES 


Funds in the amount of $150,000 in the “Salaries and expenses” 
appropriation is requested for investigations work. These fiends are 
required because of the following two factors: 

Kirst, the recent major revision in the Retirement Act (Public Law 
854, 84th Cong.), which liberalized retirement benefits, resulted in an 
increased volume of retirement claims. This law was appreved July 
o1, 19096, subseq ue nt to the passage of the appropriation act for fiscal 
vear 1957. 
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In order to prevent delays in processing retirement claims, it was 
essential for the Commission to make additional funds available for 
the processing of these claims. Most of the prospective annuitants 
regard their annuity checks as a continuation of pay. For some it 
is their only source of income. Processing of these claims is being 
accomplished by utilizing funds in the amount of $100,000 originally 
programed for activity 2—Investigations. 

Second, it was necessary to provide funds for an unanticipated 
item of work in the Investigations activity. The Supreme Court 
decision in the Cole versus Young case (June 1956) held that agencies 
do not have authority to separate employees from nonsensitive posi- 
tions under the provisions of Executive Order 10450. Based upon 
this decision the Attorney General ruled that the Commission must 
assume the responsibility of making these suitability determinations 
involving lovalty information under civil-service procedures. Cases 
of this type obviously are of the highest priority. Funds for this 
work were reprogramed from other investigative activities 

As a result of these two actions, backlogs are accumulating at an 
increasingly rapid rate in the investigations activity. However, we 
are limiting this supplemental request to the two most critical of 
these, national agency check and inquiry cases and limited security 
investigations. The Commission has no control over the receipt of 
workloads in this activity as they arise primarily out of the require- 
ments of E ee Order 10450 which relate to the security re- 
quirements for Government employment. This situation is highly 
undesirable since it means that many workers will be employed in 
the Federal service for an indefinite time before they are checked 
against existing standards. 


ANNUITIES UNDER SPECIAL ACTS 


This appropriation provides for payment of annuities to former 
civilian employees or their widows under the Panama Canal Construc- 
tion Annuity Act and to widows of former Federal employees under 
the Lighthouse Service Widows Benefit Act. 

The supplemental request for $552,000 for fiscal year 1957 is needed 
primarily to pay the increased annuities granted certain Panama 
Canal construction annuitants authorized by Public Law 761, 84th 
Congress. Since this new law was approved July 24, 1956, subsequent 
to the passage of the Appropriation Act of 1957, there was no oppor- 
tunity for the Commission to request in the regular budget the funds 
necessary to pay the increased annuities in 1957. 

With the concurrence of the Bureau of the Budget, this appropria- 
tion was apportioned on a deficit-spending basis in order to permit the 
payment of the increased benefits authorized from the effective date, 
August 1, 1956. The funds available will be exhausted with the 
issuance of checks on May 1 for April annuity payments. We wil! 
enclose a notice with the Mav 1 checks to the effect that checks due 
June 1 and July 1 may be delaved due to lack of funds. This will also 
preclude making the payment for any new claims received. 


ADMINISTRATIVE EXPENSES, EMPLOYEES’ LIFE INSURANCE FUND 


The Civil Service Commission administers the Federal Employees’ 
Group Life Insurance Act. Each year, Congress specifies in the 
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appropriation act a limitation on the amount that may be spent by 
the Commission, out of the life insurance fund, for administrative 
expenses. 

In August 1955, an amendment to the act authorized the assumption 
of life-insurance agreements of employee beneficial associations. As 
a result of this amendment, the Commission opened negotiations with 
25 employee beneficial associations with approximately 149,000 mem- 
bers. The amendment provides that the arrangements for assumption 
of these contracts must be completed by August 17, 1957. The Com- 
mission began assuming these agreements in January 1956, requesting 
a supplemental increase in the limitation for 1956 of $112,350 in order 
to take over the membership of the associations before June 30 of 
that year. However, the expense limitation for fiscal year 1956 was 
increased by only $37,500, which permitted 16 associations with 54,000 
members to be assumed. We had to postpone the takeover of the 
remaining associations. 

The Commission requested an expense limitation for fiscal year 
1957 of $186,700 to provide for assuming the remaining 9 associations 
and to administer the total program. The limitation allowed by the 
Congress for 1957 was $117,500, which was sufficient only to maintain 
the present program including the members of the 16 associations 
already taken over. Again, we had to postpone action on the nine 
other associations. The increase of $76,500 in the expense limitation 
for fiscal year 1957, which we are now requesting, will permit the 
Commission to complete arrangements for assumption of the remain- 
ing 9 beneficial associations, comprising 95,000 members, before the 
legal deadline of August 17, 1957. 

As the members of this committee know, in addition to the cost 
in 1957 of assuming these associations, there is a continuing cost 
in 1958 and ensuing vears for servicing the contracts of the associa- 
tion members. This continuing maintenance cost for the 95,000 
members in question will increase the requirements for administrative 
expenses by $103,900 in fiscal vear 1958. This increase in expense 
limitation for 1958 was included in the budget as submitted to the 
Congress. 

The independent offices appropriation bill (H. R. 6070), as passed 
by the House, contained no increase for this purpose in 1958. If 
additional funds in the amount of $76,500 are made available in 
this fiscal vear, we will be able to complete arrangements for the 
assumption of the remaining associations. If this is done, we as- 
sume the Congress will then provide for an increase in funds for 1958 
sufficient to maintain the accounts taken over. 

In all fairness ta members of these employee associations, steps 
should be taken to comply with the law enacted on their behalf. 
As the program now stands, some members have had their insurance 
contracts assumed by the Government, while others face the possi- 
bility of losing their insurance benefits if action is not taken to carry 
out the mandate of the Congress before August 17, 1957. 

I cannot emphasize too strongly that, to make it possible for the 
Commission to carry out the express purpose and intent of the amend- 
ment to the Federal Emplovees’ Group Life Insurance Act, the 
limitation for administrative expenses must be increased as indicated 
for both fiscal years 1957 and 1958. 


This concludes my statement. Thank vou. 
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Mr. Tuomas. You have three items. Under ‘Salaries and expen- 
ses,’ $150,000; you have $552,000 under ‘Annuities’; and you have 
a limitation for the life-insurance fund. 


SALARIES AND EXPENSES 
Mr. Reporter, put the table on page 1, and also pages 2 and 33, in 
the record at this point. You also might insert the paragraph in 
Hotise Document No. 115 relating to this item. 
(The material is as follows:) 


““SALARIES AND EXPENSES 
“For an additional amount for ‘Salaries and expenses,’ $150,000” 


This proposed supplemental appropriation results primarily from Publie Law 
854, approved July 31, 1956, amending the Civil Service Retirement Act, which 
caused more applications for retirement than could be handled with funds pro- 
vided in the 1957 appropriation. Funds are also included to finance additional 
determinations of the suitability of individuals for employment by the Govern- 
ment. 

SALARIES AND EXPENSES APPROPRIATIONS 


Comparative summary by activity, fiscal year 1957 





Fiscal year Fiscal year Fiscal year 
Activity 1957 revised 1957 1957 sup- 
estimate currently plemental 
wuthorized request 
1. Recruiting and examining $4, 959, 820 $4, 959, 820 
2. Investigation of character and fitness for employment 3, 219, 320 3, 069, 320 $150, 006 
3. Inspection and classification audits 2, 157, 711 2, 157, 711 
4. Administration of the retirement systems 1, 388, 27: 1, 388, 273 
5. Developing programs and standards 1, 293, 522 1, 293, 522 - 
6. Regulatory, appellate, and advisory functions of the Com- 
mission 1, 122, 985 1, 122, 985 
7_ Executive and administrative service 1, 247, 780 1, 247, 780 
Total personal services 15, 389, 411 15, 239, 411 150, 000 
Other objects of expenditure. - 2, 168, O89 2. 168, O89 
Total appropriation or estimate 17, 557, 500 17, 407, 500 150, 000 
Average number of positions: 
Central office _- r 1, 590 1, 578 12 
Field offices : 1, 282 1, 263 19 
WORN tniitencen ‘ ° aie 2, 872 2, 841 31 


Salaries and expenses, fiscal year 195? 


Revised estimate, fiscal year 


157 3 
Appropriated, fiscal year 195 


1‘ 7, 557, 500 
i i 7 


, 407, 500 


Supplemental request, fiscal year 1957 150, 000 


GENERAL STATEMENT 


For this appropriation, the Commission is requesting supplemental funds in the 
amount of $150,000 in order to permit the processing of additional workloads in 
activity 2, ‘Investigation of character and fitness for employment.” Serious 
backlogs of work have already deve loped in some of the Commission’s investiga- 
tive functions and the funds available are not adequate to process the work on a 
current basis. 

The Commission has no control over the receipt of workloads for which supple- 
mental funds are requested since they result la 
tive Order 10450 relating to the security requirements for Government employees. 
Continued operation of the investigative funetions with substantial backlogs poses 
a threat to the national security since it means that thousands of ] 


ands of persons will be 


rgelv from the provisions of Execu- 
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employed or retained in the Federal service whose security or loyalty remains 
unchecked. 

The need for supplemental funds is brought about by the following factors: 

(1) The transfer of $100,000 in October 1956 from activity 2, “‘Investiga- 
tions’ to activity 4, “‘Retirement”’ to provide the immediate availability of 
additional funds for the processing of retirement claims resulting from the 
recent major revision of the Retirement Act (Public Law 854, 84th Cong.), 
and 

(2) The withdrawal of $75 000 in August 1956 from funds originally allo- 
cated to regular investigative functions in order to provide resources for an 
added new item of work ‘‘Evaluating full field suitability cases’’ for appointees 
to nonsensitive positions. This new item of work is of the highest priority 
and results from a recent Supreme Court decision in the Cole v. Young case 
which made it incumbent upon the Commission to assume this workload of 
suitability determinations heretofore handled by the employing departments 
and agencies. 

EFFECT OF SUPPLEMENTAL FUNDS ON STAFFING 

The additional workloads for which supplemental funds are being requested 
will require the equivalent of 31 positions on an annual basis or approximately 
125 employees in the investigations activity during the 3-month period over which 
the funds are expected to become available. Little or none of this manpower 
need will require additional staffing above the present level of employees on the 
Commission’s rolls. It is planned to provide the manpower requirements by 
extensive use of overtime and by temporary detail from the present investigative 
staff now utilized on the reimbursable investigations program financed from the 
revolving fund. Upon completion of such temporary assignment these employees 
will resume work on the reimbursable program. This arrangement will cause a 
minimum of disruption to the overall operation of the investigations program and 
will avoid problems of recruiting and the probable subsequent reductions in force 
which would otherwise be necessary. 

Mr. THomas. You want $150,000 a vear to investigate the charac - 
ter and fitness for employment of employees. And you say that the 
need for supple mental funds is brought about by the following factors, 
and it won’t hurt to repeat this again: 


The transfer of $100,000 in October 1956 from activity 2, ‘Investigations’ to 
activity 4, ‘Retirement’? to provide the immediate availability of additional 
funds for the processing of retirement claims resulting from the recent major 
revision of the Retirement Act. 

We point out to you that this “Salaries and expenses’ item is a 
lump-sum appropri ition, is it not? 

Mr. Macy. That is correct, 


RATE OF RETIREMENTS 


Mr. THomas. You have used $100,000 of that money to reduce 
the backlog in taking care of people who are retiring in order to take 
advantage of Public Law No. 854. When was that passed? 

Mr. Macy. July 31, 1956. 

Mr. Tuomas. How many people retired by virtue of that liberal- 
ized benefit? 

Mr. Macy. This increased the volume of claims by about 2,000 a 
month. Is that right, Mr. Irons? 

Mr. Irons. We had 65,000 retire or die in 1956, and at the rate we 
are going we will have 80,000 retire or die i m 1957. 

Mr. Tuomas. There is an increase of ; ) percent over what your 
normal workload is? 

Mr. Irons. Yes, sir, about 25 percent as a result of Public Law 
No. 854. 
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Mr. THomas. What were the increased benefits? 

Mr. Irons. The basic annuity formula provides for the annuity to 
be calculated on 1% percent times the salary, times the years of serv- 
ice, and Public Law No. 854 increased that on a gradual basis until it 
comes to 2 percent, and that improvement from ‘Ly percent to 2 per- 
cent occasioned it. 

Mr. Tuomas. There was another factor even more potent than that, 
was there not? 

Mr. Irons. Another factor was a more liberal disability provision. 

Mr. Tuomas. Wasn’t there one based on retirement after 30 or 35 
vears of service, regardless of age? 

Mr. Irons. That is not in the act. 

Mr. Tuomas. That is what the employees wanted. 

Mr. Irons. Yes, and they still do. 

Mr. Tuomas. Why should that increase in compensation retirement 
item add to your workload by 25 percent or 30 percent? 

Mr. Irons. You have more people retiring. 

Mr. Tuomas. Why? 

Mr. Irons. Because of the more attractive annuity. It means 
they will retire now rather than later. 

Mr. Tuomas. What is the average length of service of these people 
who are now taking advantage of this retirement? 

Mr. Irons. I could not answer that. 

Mr. Tuomas. Under the new law you can retire at what age? 

Mr. Irons. At 62 with 5 years of service; and then, for instance, at 
age 55 with 30 years of service; or on disability with just 5 years of 
service. 

Mr. THomas. And these people are retiring at 55 with 30 years of 
service? 

Mr. Irons. Some of that and also retiring closer to the age of 60 
than they would have formerly. 

Mr. THomas. The annual figure for retirement is what? 

Mr. Irons. There were 65,000 of them for 1956. 

Mr. Tuomas. And in 1955 what was it? 

Mr. Irons. In 1955 it would have been about 60,000. 

Mr. Macy. Slightly less than that as I recall it. 

Mr. THomas. Will you put a table in the record showing the 
retirement since 1950, by years? 

Mr. Macy. Yes, sir. 

(Table referred to is as follows:) 


Civil Service Retirement Act annuities and death claims processed—J uly 1, 
1947-—June 30, 1957 


Fiscal year Annuity Death Total || Fiscal year Annuity | Death Total 
claims! | claims? claims! | claims ? 

1948_. 30, 290 18, 256 48,546 |} 1954___. ae Z 35, 160 22, 123 57, 283 
1949 30, 314 20, 554 50, 869 || 1955___- | 35,165 | 23,163 58, 328 
1950__.- 31,668 | 18,171 | 49,839 || 1956___ = __| 40,632 | 24,831 65, 463 
1951. 26, 183 22, 508 48, 691 aeeaaas $52,391 | 327,817 3 80, 208 
1952 25, 622 20, 534 46, 156 — ~ — 

1953... 29, 483 22, 910 52, 393 Total Sided 336, 908 220, 868 | 557, 776 


Filed by re ‘tiring employees. 
2 File d by families of deceased employees or annuitants. 
4 Represents actual processed through Mar, 9, 1957 and estimated figures thereafter. - 











138 


Mr. Tuomas. How long do you think the stepped-up retirement 
rate will last? 

Mr. Irons. Through this fiscal year. I would expect to see it 
decline somewhat after this year. We will always have a slight 
increase in the load merely because of the fact that the Federal 
population increased sharply in World War I and we are feeling the 
effects of that now. 

Mr. Tuomas. What effect does tight employment or a tight labor 
market have upon your retirements? 

Mr. Irons. I don’t know. 

Mr. Tuomas. Don’t you have a record with any statistical informa- 
tion on it? As your labor market becomes tight, doesn’t your retire- 
ment also pick up? 

Mr. Irons. I have never studied the relationship between retire- 
ment and the labor market. 

Mr. Toomas. If you have not done it it must not be a factor. 

Mr. Irons. That is why I cannot answer that question. 

Mr. Tuomas. There ought to be some connection though. 

Mr. Jonas. In the table you asked him to furnish, might it not be 
a good idea to go back to the year 1949? I think we had more 
unemployment then. 

Mr. Tuomas. Yes. Make it 10 vears then instead of 5 vears. 

Mr. Irons. All right. 


INVESTIGATIONS 


Mr. Tuomas. Mr. Reporter, put this table which appears on page 
4 on the analysis by function of supplemental requirements for the 
investigation of character and fitness for employment into the record 
and also put pages 5 and 6 into the record. 

(Pp. 4, 5, and 6 are as follows: 


Analysis by function of supplemental requirements for activity 2—investigation of 
character and fitness for employment 


Fiscal year 1957, re- F 1 year 1957, cur Fiscal year 1957, sup- 
od estimate rently authorized plemental request 
Functior 
4 veragt Co t Aver ict Cost A verage Cost 
positior position positions 
National agency check and inquiry 
cases 371 | $1, 541, 200 344 | $1, 421, 200 27 $120, 000 
Limited security investigations 54 391, 200 50) 361, 200 4 30, 000 
Maintaining and searching files 117 455, 620 117 | 455, 620 
Evaluating and post-auditing 15 105, 000 15 | 105, 000 
Maintaining control files g 33. 000 8 33, 000 
Qualifications cases 14 84, 900 14 84.900 | 
Veterans’ preference act cases 24 147, 200 24 147, 200 
Merit system cases 21 160, 900 21 160, 900 
Postmaster candidates 32 174, 900 32 174, 900 
Special suitability determination | 
Ne Fe oe 25 125, 400 25 125, 400 


Total, personal services, 
DORIS cacbateweh owe 681 3, 219, 320 650 | 3,069, 320 31 150, 000 
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Processing national agency check and inquiry cases 


il ye Fj l year Fiseal year 
| 1957 revised 1957 cur- | 1957 supple- 
estimate | rently au- mental re- 
| thorized quest 
1 
Cases processed no ee 12958 QRap Oy 328, 614 | 303, 028 25, 586 
Cost per unit_- SSE Se Pe Adeaoaae $4. 69 | $4. 69 | $4. 69 
Total G000~ «...cscace se $1, 541, 200 $1, 421, 200 | $120, 000 


The national agency check and inquiry, which costs $4.69 per case, provides 
at an economical cost, Maximum security protection for other than sensitive 
jobs. Executive Order 10450, as amended, provides that for appointees to posi- 
tions in the executive branch of the Government there shall be an investigation 
consisting of not less than a national ageney check and written inquiries. If the 
national agency check and written inquiries develop a question on matters other 
than those covered under section 8 (d) of Executive Order 10450, as amended 
(subversive interests or activities and related matters), the Commission conducts 
a limited investigation as is necessary to resolve the question. When these 
checks and inquiries develop derogatory security information covered under sec- 
tion 8 (d) of Executive Order 10450, as amended, the case is submitted to the 
Federal Bureau of Investigation for a full field investigation. Derogatory 
information is produced in many of these cases, which makes it essential that 
investigations conducted by the Commission be processed promptly so that un- 
desirable employees are not permitted to be employed or retained in the Federal 
service. This workload is not controllable by the Commission since it arises 
from the provisions of Executive Order 10450. 

As illustrated in the table below, funds currently available are not adequate to 
permit the processing of these cases on a current basis. The backlog at the end 
of January is in excess of 57,800 cases and at the current rate of receipts will 
amount to almost 94,000 cases by next June 30, 1957. 


Workload estimates— National agency check and inquiry cases 














On hand July 1, 1956 » 310 62,310 
Estimated receipts 346, 500 346, 500 
otal workload 408, 810 408, 810 
Estimated processed 303, 028 328, 614 
Estmated discontinued or converted 11, 969 12, 981 
Estimated remaining June 30, 1957 93, 813 67, 215 
Average weeks receipts in process : 14.0 10 Q 
Processing limited security investigations 

Fiseal year Fiseal veat Fiseal ye 

1957 revised 1957 cur- 1957 suy 

estimate ently au- plement 

thorized request 
Cases processed 6. GR6 | 6. 450 536 
Cost per init $57 $57 €57 
Total « t S361, 206 $30, 000 
rhese cases originate as national agency check and inquiry cases tinder Execu- 


tive Order 10450 When adverse information develops (other than that requirin 
a full field investigation by the Federal Bureau of Investigation), a limited ad- 
Y) 


i 


ditional investigation is made by the Commission. 


Mr. Tuomas. This $150,000 will be used for the purpose of checking. 
Mr. Macy. National agency checks. 
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Mr. Tuomas. Then for limited security investigations, $30,000. 

Let us put in this table on your workload estimates for processing 
limited security investigations which appears on page 7 into the 
record at this point. 

(Table appearing on page 7 is as follows:) 


Workload estimates processing limited security investigations 








Presently 
| available 


Revised 
estimate 


On hand July 1, 1956__- eau aebebes > i } 3, 485 3, 485 
Estimated receipts_ _- ; | 9, 034 9, 034 
_ Total workload. pio is oa 12, 519 | 2, 519 
Estimated processed -- 6, 450 }, 986 
Estimated discontinued . _. ; adi c . 3, 473 | 3, 762 
Estimated remaining June 30, 1957____. i a } | 2, 506 | 771 
Average weeks’ receipts_....._- ‘ Site sida | 15.0 10. 2 


! ' 


Mr. Tuomas. How long does it take you to make these checks? 
Does it take 14 weeks? 

Mr. Irons. Our regular schedule is nine weeks. 

Mr. Tuomas. This language is worth repeating. It appears on 
page 7, and it says: 

Experience indicates that 17 percent of these investigations result in adverse 
decisions by the Civil Service Commission, requiring instructions to agencies to 
terminate the appointment of such individuals. In addition, experience dis- 
closes that 35 percent of the appointees investigated either resigned while the 
investigation was pending or after being sent a letter of confrontation by the 
Civil Service Commission. 

It takes 9 weeks from the time the case is turned over to vou until 
you complete it, is that correct? 

Mr. Macy. Yes, sir. 

Mr. Tuomas. This workload table here is very interesting. On 
Julv 1, 1956, you had 3,485 cases. You estimate that you will have 
9,000. So that gives you during the fiscal vear a total workload of 
12,000 cases. Is that in fiscal year 1957? 

Mr. Macy. Yes, sir. 

Mr. Tuomas. You processed 6,400, so that at the end of June of 
1957, vou will have only 2,596 cases. 

Now this item of average week’s receipts, what does that mean, 
with the figure of 15.0? 

Mr. WixuraMs. It will take us 15 weeks of new receipts to get that 
number of cases. 

Mr. Tuomas. It is less than 4 months. 

Mr. Macy. Yes, sir. 

Mr. Tuomas. And you want to cut that backlog from 15 weeks 
down to 10 weeks, is that right? 

Mr. Macy. Yes, sir. 

Mr. Tuomas. And if you cut it down, vou will still have a 10-week 
backlog? 

Mr. Macy. Yes, sir. 

Mr. Tuomas. You haven’t accomplished very much then, at that. 

Mr. Macy. A reduction of 5 weeks. 

Mr. Tuomas. This item does not amount to very much, does it? 

Mr. WixuraMs. You have this factor involved, these people are— 
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Mr. THomas. If it is worth fooling with, let us get all of it. 

Mr. Wiuurams. We have the question of our ability to utilize money 
between now and the end of the year. 

Mr. Tuomas. You have 1,800 employees doing investigative work. 

Mr. WituiaMs. Yes, of course, we have a lot of reimbursable work. 
These are the staff resources we can put on salaries and expenses 
operations. 

Mr. Tuomas. You are not going to have any new employees? 

Mr. WixtraMs. No, sir. 

Mr. Tuomas. Is that reimbursement? 

Mr. WiuuraMs. No, sir. 

Mr. Tuomas. This is all your work? 

Mr. WiuuraMs. Yes, sir. 

Mr. Tuomas. Are you reimbursed for your most serious investiga- 
tions? 

Mr. WiiuraMs. We are for investigations of persons for sensitive 
positions. These are the investigations relating to people which may 
result in taking them off the Federal payroll. 

Mr. Tuomas. This investigation is comprised of all of the activities 
now? 

Mr. Wiuuiams. Investigating the House and the Senate committee 
files on un-American activities. The initial agency check. 

Mr. Tuomas. And your next step is to run your own files? 

Mr. Wiiirams. Yes, sir. 

Mr. THomas. And then what is next? 

Mr. Wiitrams. Usually we will voucher it to police headquarters in 
the larger cities, we compile the records, and if a man is cleared 

Mr. Tuomas. In other words, vou don’t get out of the District of 
(Columbia in this investigation except by a few letters? 

Mr. Witurams. This is strictly a check by mail. If we get the 
derogatory information, then we go on. 

Mr. Tuomas. That is what you want the $35,000 for? 

Mr. Witirams. Yes, sir. 


ANNUITIES UNDER SpectaL Acts 


Mr. Tuomas. Mr. Reporter, put pages 8, 9, and 10 in the record 
at this point, and also the paragraph in House Document No. 115. 
(The matter referred to is as follows:) 


““ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND 
LIGHTHOUSE SERVICE WIDOWS 


“For an additional amount for ‘Annuities, Panama Canal con- 
struction employees and Lighthouse Service widows’, $552,000.” 

This appropriation pays annuities to persons who were employed on construc- 
tion of the Panama Canal or their widows and to widows of former employees of 
the Lighthouse Service. This proposed supplemental appropriation is needed 
because of enactment of new legislation which increased annuities of former 
Panama Canal employees (70 Stat 607), and receipt of unexpected applications 
from persons in that group. 

On September 28, 1956, this appropriation was reapportioned on a basis which 
indicated a necessity for a supplemental estimate, pursuant to section 3679 of the 
Revised Statutes, as amended. This action was reported to the Congress by 
the Director of the Bureau of the Budget on that date. 
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ANNUITIES UNDER SpEectaAL Acts—Crivi_ SErRvice Commission, 1957 


Annuities are paid to persons who were employed on the construction of the 
Panama Canal or to their widows and benefits are paid to widows of former em- 
ployees of the Lighthouse Service. 


Appropriated fiscal] year 1957-_ _- : ._. $2, 024, 000 
Required fiscal year 1957 : . _ 2,576, 000 
Supplemental request fiscal year 1957 _ _- 552, 000 


The increase in annuities to be paid certain Panama Canal construction annui- 
tants, authorized by Public Law 761, 84th Congress, approved July 24, 1956, 
together with additional number of claims to be paid, increased the need for funds 
in fiscal year 1957. This law, effective August 1, 1956, provides for an additional 
$25 a month, not to exceed 25 percent of the present annuity or not to exceed 
$2,160 a year. 

In addition to the increases in amounts of annuities payable under the new 
law, experience indicates a greater number of additions to the roll than originally 
estimated for fiscal year 1957. During the first 6 months of this fiscal year a 
total of 11 new cases have been received, 1 of which amounts to more than $10,000, 
already allowed. In view of this experience, the original estimate of 5 additions 
is revised to 20 additions. These additions to the roll coupled with a decrease 
of 10 in the number of estimated drops from the roll during the year, or a total 
of 180 drops, plus the inerease in amounts of annuities resulting from Public 
Law 761 will necessitate additional funds of $552,000. The computation of the 
total amounts needed to pay these additional benefits is shown in the statement 
on page 10. 

The immediate payment of the additional amounts authorized by Publie Law 
761, and the payment of additional] claims from funds previously appropriated 
for fiscal vear 1957 will deplete available funds to the extent that annuity pay- 
ments cannot be made for the months of May and June 1957 unless additional 
funds are appropriated. 

The budget estimate for fiscal year 1958 was based on the continuation of 
annuities at the higher rate authorized. This supplemental appropriation 
request was not included in the 1958 estimate. 


Statement of supplemental funds required to finance the Panama Canal 
construction annuity fund for fiscal jear 1957 


Annuities for month of July 1956 (prior to increase $153, 800 
Annuities for month of August 1956 (after increase), $187,200 * 11 
months__. : 2. 059, 000 
Revised cost of annuity roll : ; 2, 212, 800 
Anticipated additions, fiscal year 1957: 20 (number of claims) X $755! 
average annuity after increase) & 13.08 (vears since original act 197, 000 
TO. ~~ os ae 2, 409, 800 
Less drops from rollfis cal year 1957: 180 (annuitants) X $450 (aver- 
age annuity of $900! for 6 months 81, 000 
Funds required for Panama Canal construction annuity fund 
fiseal year 1957 2, 328, 800 
Plus funds authorized to finance payments to widows of former em- 
ployees of the Lighthouse Service 247, 200 


Total funds required fiseal year 1957, annuities under special 


acts (revised estimate) f 2, 576, 000 

Less funds authorized fiscal year 1957, annuities under special acts 2, 024, 000 
Estimated amount of supplemental funds required to covei 
increases in the number and amount of annuities under 

Panama Canal Construction Act tis kepada shal a his 552, 000 

Base experience in fiscal year 1956, the average annuity of all additions to the roll, adjusted to reflect 

the increas \ 1 ¢ Che $900 average ant ty is computed from the total annuity ro! 

Oo A cove! t 


Mr. THomas. This is for annuities to persons who were emploved 
on the construction of the Panama Canal or to their widows, and 
benefits are paid to widows oi former emplovees of the Lighthouse 
service. 
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Now vou have here these two items together of Lighthouse Service 
and the Panama Canal. 

Mr. Macy. Yes, sir. 

Mr. Tuomas. You want $552,000 in the way of a supplemental 
request for fiscal year 1957. You had $2,024,000 in your appropria- 
tion. 

Can you break this down between the Panama Canal and the 
Lighthouse Service? How many annuitants do you have on each? 
Will vou give us a little table? How many widows do you have in 
each, and how many beneficiaries? The beneficiaries are only widows, 
are they not? Do you have any minors? And what is the amount 
you pay to each one? 

Mr. Irons. I can give you the figures. 

Mr. Tuomas. You say in view of this experience, the original 
estimate of 5 additions is revised to 20 additions. Does that relate 
to the Lighthouse and Panama Canal? Give us the breakdown, 
Mr. Irons. 

Mr. Irons. The annuity roll as of July 1, 
Canal construction annuity fund, was 
the time of $2,294,100. 

The annuity roll as of July 1, 1956, for widows of former employees 
of the lighthouse was 400, for a total expenditure of $240,000. 

The money we are asking for in this supplemental request of 
$552,000 relates exclusively to the Panama Canal construction fund. 

Mr. Tuomas. And not to the Lighthouse Service? 

Mr. Irons. Not to the Lighthouse Service widows. 

Mr. Tuomas. At this point in the record will vou set up in a table 
the amount of annuitants in both funds for regular 1957, the number 
and the amount, and then the number and the amount requested by 
the supplemental, and the average payment to each. 

(The matter referred to is as follows:) 


1956, for the Panama 
2.549, with an annual rate at 


Annuities under special acts 


Annuity pay- 
ments Panama 


Annuity pay- 


ments Light- Total, bot! 


Fiseal year 


Canal Con- 
truction 
Annuity Act 


house Service 
Widows 
Annuity Act 


acts 


1945 $1. 775, 385. 92 $1, 775, 385. 92 
1946 1, 960, 290. 79 1, 960, 290. 79 
1947 2, 555, 297. 74 2, 555, 207. 74 
1948 1, 908, 440. 25 1, 908, 440. 25 
1949 2, 243, 130. 17 2, 243, 130. 17 
1950 5, 255, 791. 19 5, 255, 791. 19 
1951 2, 348, 906. 57 $122, 609. 99 2, 471, 516. 56 
1952 2, 471, 185. 50 218, 464. 99 2, 689, 650. 49 
195 2, 328, 693. 34 224, 315. 68 2. 553, 009. 02 
1954 2, 199, 755. 63 296, 083. 36 2, 425, 838. 99 
195 2, 111, 689. 13 237, 585. 01 2, 349, 274. 14 
1956 1 1, 977, 139. 48 244, 251.71 2, 221, 391. 19 
1957 1, 785, 800. 00 4 938, 200. 00 2. 024, 000. 00 
Potal 30, 921, 505. 71 1, 511, 510. 74 32, 433, 016. 45 
1 Annuitants on roll June 30, 1956 
Former workers ~ wlan 
Widows 614 
Total a i a ce 
A ppropriated, Does not include supplemental request for $552,000.) 
Annuitants on roll June 30, 1956 (all widows) 400 
‘ App on ited, 


91009 


57——10 
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Mr. Tuomas. I believe you stated it is $75, is that correct? 

Mr. Lrons. No, sir. 

Mr. THomas. What is it? 

Mr. Lrons. $755 is the figure you are looking at for the new claims, 
which is on page 10. 

Mr. Tuomas. Is that the average amount, $75 per month? 

Mr. Irons. That is the average amount of the Panama Canal 
construction. 

Mr. Tuomas. Does that mean $900 a year or $1,000 a year? 

Mr. [rons. $755 a year. 

Mr. Tuomas. $755 a year, and not $75 a month? 

Mr. Irons. That is right, for the addition to the roll. 

Mr. Jonas. On page 8, I read this: 

During the first 6 months of this fiscal year a total of 11 new cases have been 
received, one of which amounts to more than $10,000, already allowed. 

You mean we have an annuitant getting $10,000? 

Mr. Irons. No; let me elaborate on that $10,000. By the terms 
of the Construction Act of May 29, 1944, when people file claims and 
go on the roll, they are entitled to the annuity all the way back 
from May 29, 1944, to date, and what this sentence means is that 
we had 1 person entitled to $10,000. 

Mr. Tuomas. For the Spanish American War veterans, they start 
getting the payments when they file, but in this case it is accumulative. 

Mr. Irons. That is the way it was written. Because when we get 
20 people coming in, it amounts to quite a bit. 

Mr. THomas. What is the formula? Will vou put it on the record? 

Mr. Irons. If vou have 3 vears of construction service, the annuity 
is based upon 40 percent of your salary during that period. If you 
have 4 to 6 years of construction service, and this all occurred be- 
tween 1904 and 1914, the annuity is 50 percent of the average salary. 
If you have 6 years or more, it is 60 percent. 

Mr. THomas. What is the basis of this law? I thought those 
people were paid 25 percent over and above the prevailing wages in 
the United States plus transportation down there and so forth. 

Mr. Irons. I don’t know about the 25 percent at that time. They 
were given transportation. The preamble to the bill of May 29, 1944, 
expressed the feeling of the generosity of the Congress toward these 
people. 

Mr. THomas. How many widows are there now? Are there 2,500? 

Mr. Irons. Those are construction workers or widows. They are 
one or the other. 

Mr. THomas. When was this construction? 

Mr. Irons. This act provided benefits for the construction worker 
or for the widow. — 

Mr. Tuomas. When did they work? 

Mr. Irons. 1904 to 1914. 

Mr. THomas. 1904 to 1914? 

Mr. Irons. Yes, and it provided a benefit for the widow of a con- 
struction worker, provided she was his wife and lived on the Panama 
Canal at least 1 vear during that period of time. 

Mr. Yates. How many people are getting annuities? 

Mr. Irons. 2,500. 

Mr. THomas. What are they getting now? 

Mr. Irons. About $900 a year. 
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Mr. Jonas. What happened to the people who waited that long? 
Didn’t they know about the law? 

Mr. Irons. Any time you pass a law, it has been my experience 
that people sort of come out of the woodwork. You don’t know where 
they come from. 

Mr. THomas. How is that 2,500 broken down between wives and 
husbands? 

Mr. Irons. I do not have that. 

Mr. THomas. Do you have any offhand guess? 

Mr. Irons. Not at all. 

Mr. Jonas. Do you have any estimate of what it will cost us in 
total? 

Mr. Tuomas. This costs $2,500,000 a year now. 

Mr. Irons. And there is a bill in Congress now to increase it. A 
bill passed the Senate, and is before the appropriate committee in the 
House to increase the Lighthouse widows from $50 a month to $75 
a month. 

Mr. Yates. These are widows of men who worked in lighthouses? 

Mr. Irons. Yes; he did work on lighthouses. 

Mr. Yares. When? 

Mr. Irons. At the time when they were employed, but most of 
the lighthouses now are manned by Coast Guard personnel. 

Mr. Tuomas. Your estimate is purely a guess. How close do you 
think vou will come to it? 

Mr. Irons. It is a little bit more than a guess. We are estimating 
we will need funds for 20 additions to the roll, and we have had 14, 
so we are only guessing that we will have 6 for the balance of the vear. 

Mr. THomas. Balance of the fiscal year? ; 

Mr. Irons. Yes; the amount of increase caused by the public law 
passed early last year is a mathematical fact. 

Mr. Witutrams. We will not be able to pay them for the last 2 
months of this fiscal year either unless funds are added. 

Mr. Irons. Yes. 

Mr. Vurseuu. I[ would like to ask if you would incorporate in the 
table the total that this Lighthouse and Construction Act has cost to 
date for these pensions. 

Mr. Irons. Yes. 

Mr. THomas. When was it passed? 

Mr. Irons. 1944. 

Mr. Tuomas. It has not cost very much, about $20 million. 

Mr. Irons. Possibly more than $20 million. 


EMPLOYEES’ Lire INSURANCE FUND, ADMINISTRATIVE EXPENSES 


Mr. THomas. Mr. Reporter, put pages 11 and 12 in the record at 
this point and the portion of House Document No. 115 relative to the 
item for insurance. 

(The matter referred to is as follows:) 


‘““ADMINISTRATIVE EXPENSES, EMPLOYEES’ LIFE INSURANCE FUND 


“The limitation under this head in the Independent Offices Appropriation Act, 1957, 
on the amount made available from the ‘Employees’ life insurance fund’, for re- 
imbursement to the Civil Service Commission for administrative expenses incurred in 
the administration of the Federal Employees’ Group Life Insurance Act, is increased 
from ‘$117,500 to ‘$194,000’. 
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‘Not to exceed $23,000 of the funds in the ‘Employees’ life insurance fund’ shall he 
available for reimbursement to the Civil Service Commission during the fiscal year 1958, 
for administrative expenses incurred by the Commission during that fiscal year in the 
administration of said Act, and such amount shall be in addition to any amounts 
otherwise made available from the fund for such expenses for the fiscal year 1958.” 

The Independent Offices Appropriation Act, 1957, provided a limitation of 
$117,500 for administrative expenses of the employees’ life insurance fund, inelud- 
ing costs of assuming life-insurance agreements of employee beneficial associa- 
tions as required by new legislation (69 Stat. 676). This legislation also requires 
completion of the assumption program by August 17, 1957. Workload has de- 
veloped to a greater extent than can be handled within the limitation provided 
for 1957 and it has become necessary to discontinue work on several remaining 
associations in order to continue servicing the basic group life insurance program 
and former members of associations already assumed. This proposed increase 
in limitation is to permit the Civil Service Commission to complete the assumption 
of the remaining beneficial associations by August 17, 1957. Since it is anticipated 
that funds will be needed for this purpose until that date, it is also necessary to 
provide that such funds be available for use during the early part of the fiscal year 
1958 in addition to any others which may be provided later for other administrative 
costs to be incurred in 1958 


EXPENSE LIMITATION 


Administrative expenses, employees’ life insurance fund—Comparative summary 
statement 
| Fiseal year 1957 | Fiscal year 1957 | Fiscal year 1957 sup- 
revised estimate | presently available | plemental request 


i |— - epee es 


A veragi Cost Average Cost A verage Cost 
positions positions positions 
Other contractual services 
Personal services 23 | $126, 500 lb $86, 200 | 7 $40, 300 
Travel 1, 000 1, 000 
Communications services 9, 900 7,000 2, 900 
Rents and utility services 12, 000 | 10, 300 1. 700 
Printing and reproduction~ 12, 300 ‘ | 12, 000 300 
Other services. -- 30,000 | 30, 000 
Supplies and materials 2, 300 1, 000 1, 300 
Total, other contractual services 23 194, 000 16 117, 590 7 76, 500 


GENERAL STATEMENT 


The figures below show the total requirements, the present limitation, and the 
amount of increase for which this request is being made: 


Total required, fiscal year 1957 $194, 000 
Present limitation, fiscal year 1957__- = bieuoo 
Increase in limitation, fiscal year 1957__- 76, 500 


The Federal Employees’,Group Life Insurance Act (5 U.S. C. 209 ff, as amended 
by Public Law 356, 84th Cong., 69 Stat. 676, Aug. 11, 1955) provides that the 
employees’ life insurance fund is available for any expenses incurred by the 
Civil Service Commission in the administration of the act within such limitation 
as may be specified annually in appropriation acts. 

The amendment of August 1955 authorized the Commission to arrange for the 
assumption by the life-insurance fund of insurance agreements of all members of 
Federal and District of Columbia employee beneficial assosications, including 
those members still in the Federal service. This resulted in 25 beneficial associa- 
tions with a membership of $149,000 becoming eligible for assumption of their 
life-insurance agreements by the life-insurance fund. However, the adminis- 
trative expense limitation authorized for fiscal year 1956 was inadequate to 
handle this increased workload. The fund assumed 15 beneficial associations 
with approximately 54,000 members before funds were expended to the extent 
of the limitation. The Commission then discontinued negotiations for the 
assumption of the remaining 9 beneficial associations with a membership of ap- 
proximatt ly 95,000. 
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Mr. Tuomas. I notice Senator Johnston, the distinguished chair- 
man of the Committee on Post Office and Civil Service, introduced a 
bill direeting the Civil Service Commission to pay from the em- 
ployees’ life insurance fund whatever is necessary in the way of admin- 
istrative expenses to take over all of the mutual life-insurance com- 
panies in which Federal employees heretofore had membership, 
regardless of whether they are still working for the Government or 
whether they are retired. It bypasses all committees of Congress in 
the extension of that expense. 

Mr. Reporter, put pages 12, 13, 14, and 15 in the record at this 
point. 

(The matter referred to is as follows:) 


The expense limitation of $117,500 for fiscal year 1957 is barely sufficient to 
maintain the regular insurance program for active Federal employees and to service 
the accounts of association members already assumed by the fund. Unless 
additional limitation is provided it will be impossible to take over the remaining 
beneficial associations. 

A further delay in taking over these associations may result in their being placed 
in a precarious financial position. As of this date, some of the associations are 
liquidating part of their assets in order to pay claims to survivors of association 
members. Since there is no provision for their writing further insurance agree- 
ments, thus bringing younger members into the organization and providing cash 
for the payment of claims, their financial position will become more serious as 
time passes. 

Therefore, a request for an increase of $76,500 in the expense limitation is being 
submitted in order that funds will be available to complete arrangements for 
assumption of the remaining associations before the legal deadline of August 17, 
1957. As the expense limitation included in the Commission’s budget request 
for fiscal year 1958 does not provide for the increased workloads in connection 
with the assumption of the remaining beneficial associations, it is essential that the 
increased limitation be made available at the earliest possible date 


Personal services 
Authorized, fiscal year 1957__..__.-_-- ._. $86, 200 
tequired, fiscal year 1957 e 126, 500 


Increase requested = ; 40, 300 


This operation will include the acquisition, management, and disposition 
of assets of the remaining beneficial associations, together with the i 1itial premium 
billing, collection, and establishment of accounting procedures and will require 
an additional 7 positions at a cost of $40,300. 

An increase of $36,200 is also required for other objects of expenditure incident 
to the assumption of these associations. These costs are listed as follows: 


Communication services 


Authorized, fiscal year 1957 ; —— . $7, 000 
tequired, fiscal year 1957 ae 9 900 


Ineresae requested... i... +... stu ethos bi ol ; 2, 900 


The increase provides for the cost of penalty mail to send original letters of 
instruction and quarterly premium notices to the approximately 95,000 individ- 
uals who are members of the beneficial associations to, be assumed. 


Rents and utility services 


Authorized, fiscal year 1957_ : : ; $10, 300 
tequired, fiseal year 1957 ; ‘ 12, 000 
I ‘crease requested ; t 1. 700 


This is to provide for the rental of card-punch and tabulating equipment used 
in machine processing premium notices to and payments from individuals who 
premiums directly to the Commission. 
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Printing and reproduction 


Authorized, fiscal year 1957 
Required, fiscal year 1957 


$12, 000 
12, 300 


Increase requested ae Sbe doe 5 eee es Steve 300 


This provides for the printing of forms for use as premium notices to members 
of those associations to be assumed. 
Other services 


Authorized fiscal year 1957 
Required, fiscal year 1957 
Increase requested 


a he Se as : ‘ ’ $30, 000 
‘ Boa = ake, -«, a 


This amount is to provide for the contracting out of the initial operation of 
punching, verifying, and of the interpreting of name and address cards, the actu- 
arial cards, and the preparation of a set of special insert cards. 


Supplies and materials 
Authorized, fiscal year 1957_ eae aa $1, 000 
tequired, fiscal year 1957 : 2, 300 
Enbresse tequested oo ee pe ot a Sas . {300 

This increase is to cover the cost of envelopes to be used in sending original 
quarterly premium notices to insured individuals who pay premiums directly to 
the Commission. 

Mr. THomas. You want $76,500 to bring in the other 95,000 people 
with the beneficial associations. How many of the 95,000 are still 
working for the Government? 

Mr. Irons. Our best estimate, which we have from the managers 
of the associations, is that about 75 percent are working for the 
Federal Government, and 25 percent are entirely separated. 

Mr. Tuomas. And the basis of passing the life insurance act was 
to give to the Federal employees cheap insurance, which is very fine, 
needed, and just, and overdue, but it doesn’t make much sense to give 
it two times, does it? 

Mr. Irons. I think, as we pointed out here, these associations were 
going concerns until the passage of the Group Life Insurance Act, 
and since that time they have started to go downhill, as to their num- 
bers. They cannot stay in business without increasing rates. 

The saddest fact in regard to it 

Mr. Tuomas. Why did we pass the employees life insurance fund 
in the first place? 

Mr. Irons. To provide active employees with economical insurance. 

Mr. Tuomas. They are getting it now, aren’t they? 

Mr. Irons. Yes. 

Mr. Tuomas. A very nice figure. 

Mr. Irons. Yes; but 1 want to emphasize one point, that 25 percent 
of the members are retired or separated employees. 

Mr. Tuomas. Does this bill which you are now seeking cover 
exclusively the 25 percent? 

Mr. Irons. It does not cover the retired exclusively. 

Mr. Tuomas. Come back in with a revised figure taking care of the 
25 percent who have retired, and I think we can do a little business. 

Mr. Irons. We started out that way in 1954. That is what the 
Commission proposed; apparently this matter of dissolving the assets 
of an association cannot be split up between the retired and the active 
members. 
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Mr. Tuomas. This puts the Commission in the life imsurance 
business of receiving payments every month and crediting it to the 
particular account. 

Mr. Irons. Yes; a regular life insurance business. 

Mr. Tuomas. It is a little burdensome. 

Mr. Irons. It is a function that Congress wanted us to do. 

Mr. Tuomas. It costs three times as much as a regular life-insurance 
business. 

Mr. Irons. We are not asking for—— 

Mr. Tuomas. Is my estimate out of line? That is, for each em- 
ployee? Maybe it is four times as much. 

Mr. Lrons. Possibly four times. 

Mr. Yates. Suppose an employee voluntarily leaves the service 
rather than retires? Is he still able to get the insurance? 

Mr. Irons. Are you talking about the regular life insurance policy 
or this association? 

Mr. Yates. The regular life. 

Mr. Irons. He has 31 days in which to apply to a life insurance 
company to obtain a policy at regular rates, without physical exam- 
ination. 

Mr. Yatrs. What about the association? 

Mr. Irons. In the association, most of them are permitting them 
to continue. In fact, ] think all of them do permit the members to 
continue their insurance after they have separated. 

Mr. Jonas. On this 31-day proposition you just mentioned, when 
he applies for a policy with a regular insurance company, without 
examination, does he have to have any preferred type of policy? 

Mr. Irons. No. 

Mr. Jonas. Any policy can be written? 

Mr. Irons. Yes, they are required to write any standard policy, 
with the exception of the term insurance. 

Mr. Tuomas. When a man retires or voluntarily quits, how long 
does his Government life insurance stay in effect? It depreciates, 
doesn’t it? 

Mr. Irons. If he retires for disability or after 15 vears of service, 
he is entitled to the life insurance in its full amount without cost to 
him until he reaches the age of 65, at which time the insurance depre- 
ciates at the rate of 2 percent per month until it gets to 25 percent 
of the face amount at about age 68. 

Mr. WitiraMs. And it does not depreciate below that. 

Mr. Irons. That is right. 

Mr. THomas. But he has to have 15 years of service? 

Mr. Irons. That is right. 

Mr. Tuomas. Under 15 years of service he has only 31 days to 
transfer to a private company? 

Mr. Yares. It is quite an asset to those who work for 15 years. 

Mr. Irons. That is right, and particularly for those who can retire 
because of disability and at least 30 percent of our people who retire 
have disability benefits. 

Mr. Jones. Do all those policies carry disability provisions? 

Mr. Yates. Yes. 

Mr. Irons. It is really a waiver of premium. 

Mr. Tuomas. But what about the disability? 

Mr. Irons. Under our contract, you have guaranteed insurance if 
you retire for disability without cost to you. 
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Mr. Tuomas. But you don’t have any extra for disability? 

Mr. Irons. No, it is continued free. 

Mr. Jonas. It doesn’t pay you a monthly disability? 

Mr. Irons. No. 

Mr. Yares. Mr. Young is now the Ambassador to the Netherlands? 

Mr. Macy. Yes, he was confirmed on Thursday. 

Mr. Yates. What has happened to his survey on Federal employ- 
ment practices? 

Mr. Macy. | believe vou are referring to the committee that he 
headed on personnel policies for Government scientists and engineers? 

Mr. Yates. What happened to it? 

Mr. Macy. That group is continuing to meet under the auspices of 
the White House office that Mr. Young previously headed. 

Mr. Yarres. They were just about ready to make a report when he 
retired. 

Mr. Macy. They will be making a report to the President some 
time in the future. 

Mr. Chairman, there are two factors with respect to this problem 
offthe expense limitation that I would appreciate placing in the record. 

One is that we are really in a position of taking discriminatory 
action if we continue the present situation, because we have taken 
over from 54,000 employees of these associations. They are now a 
part of the system. The balance are not. 

Mr. Tuomas. If you make a mistake, do it just twice as big. 

Mr. Macy. We are endeavoring to carry out the intent of Congress 
in that amendment. Secondly, we have in the statute a deadline of 
August 17, 1957, for the accomplishment of this. 

Mr. Yates. I want to ask one question on your justification for 
additional funds for examination of applicants. You have had 
thousands of applicants actually under Executive Order 10450, who 
have been screened. 

Mr. Macy. Under Executive Order 10450, yes. 

Mr. Yates. Do your percentages indicate how many of the appli- 
cants were found to be employees who had something which justified 
further search? What I am getting at is, Is this a worthwhile procedure 
that you are undertaking? It is an expensive procedure. Now, in 
your judgment, is it a necessary one? 

Mr. Macy. We feel that the number of cases on which adverse 
information has been found clearly warrant the expense of making 
this complete review through the national agency check and inquiry. 

Mr. Yates. Do you have statistics? 

Mr. Macy. Yes, sir. 

Mr. Yates. Have they been made a part of the record? 

Mr. Macy. I believe the statement the chairman incorporated in 
the record covered that information. 

Mr. THomas. Thank you very much, Mr. Macy, and the other 
gentlemen with you. 
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GENERAL SERVICES ADMINISTRATION 


APRIL 3, 1957. 
WITNESSES 
MAX MEDLEY, COMPTROLLER 
WILLIAM A. SCHMIDT, ASSISTANT COMMISSIONER, PUBLIC BUILD- 
INGS, SERVICE 
HAROLD SUSKIN, CHIEF, WAGE ADMINISTRATION BRANCH 
WILLIAM TURPIN, ASSISTANT COMPTROLLER 


GEORGE DORSEY, ASSISTANT CHIEF, WAGE ADMINISTRATION 
BRANCH 


OpeRATING Expenses, Pusitic BuiLpING SERVICE 


Mr. Toomas. Gentlemen, will the committee please come to order; 

We have with us this morning our friends from the General Services 
Administration. It is nice to have with us our distinguished friend 
of many years, the Comptroller, Max Medley. We are also glad to 
have Mr. William Schmidt, the Assistant Commissioner of the P or 
Buildings Service; and Mr. Harold Suskin, the Chief of the Wa 
Administration Branch. I notice that you also have with you Mr, 
William Turpin, Assistant Comptroller, ‘and Mr. George Dorsey, the 
Assistant Chief, Wage Administration Branch. 

I note you have a supplemental, Mr. Medley, for $1,220,000, of 
which you want to apportion $640,000 for Wage Board increases. 

Mr. Reporter, will you put the paragraph of House Document 115 
and pages 1 and 2 of the justification in the record at this point. 

(The matter referred to is as follows: ) 


“OPERATING EXPENSES, PuBLIC BUILDINGS SERVICE 


“For an additional amount for ‘Operating expenes, Public Buildings Service’, 
$1,220,000, of which $640,000 shall be apportioned for use a to section S679 
of the Revised Statutes, as amended, only in such amounts as may be required f 

ex pe nses during the c urrent fiscal year of wage- ae pay increases which 


effected after December 1956, pursuant to law (5 U. . 1082 
This ndopoeed scale mental appropriation is to ne wage-board pay increase 
granted during the fiscal year 1957 to certain emplovees of the General Services 


Administration. 


OPERATING EXxpENSEs, PusLic BUILDINGS SERVIC! 
APPROPRIATION LANGUAGE 


“For an additional amount for ‘Operating expenses, Public Buildings Service’ 
$1,220,000, of which $640,000 shall be apport oned for use pursuant to section 3679 
of the Revised Statutes, as amended, only in such amounts as may be required fo 
expenses during the current fiscal year of wagqe-board pay increases which ma 
effected after December 2, 1956, pursuant to law (5 U. S. C. 1082 (7)).” 


GENERAL STATEMENT 


“This proposed supplemental appropriation is to pay wage-board pay increases 
granted during the fiscal year 1957 to certain employees of the General Services 
Administration’’ (quoted from H. Doe. No. 115, 85th Cong.). 

Except for increases effected during July 1956 in seven localities which were origi- 
nally contemplated to be effective toward the end of fiscal 1956 and thus we 
provided for by the supplemental appropriation in Public Law 814, 84th Congress, 
no provision has been made for the cost of wage board rate increases effec 
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or to be effected during fiscal year 1957. Except for these seven localities, 
increases have been approved in GSA conditional upon receiving an apporpriation 
adequate or paying for them. The employees affected will receive the increased 
amounts retroactively when such an appropriation is made. 

This supplemental request covers estimated increases during the entire year 
so that once the appropriation is made, it will no longer be necessary to withhold 
increases effected before June 30, 1957. 

Thefappropriation language includes a proviso which would make immediately 
available the amount for increases effected through December 2, 1956. The 
remainder would be initially apportioned as a reserve to be released for obliga- 
tion from time to time as GSA demonstrates amounts for subsequent increases. 
This provision is similar in wording and the date of December 2, 1956, to that 
included in the budget for the operating expenses, PBS item for 1958. The 
amount of $640,000 is the $1,220,000 less $580,000 for increases actually effected 
through December 2, 1956. (See exhibit A which follows.) 


JUSTIFICATION 


The estimated cost of wage board rate increases to be effected during 1957 
is" based on actual experience during the 11 months of 1956 that locality pre- 
vailing wage rates were utilized by GSA. The increased cost was 5.31 percent 
for 11 months which computes to 5.79 percent for 12 months as follows: 


Cost of wage board employment for 1956 at increased rates_._.___.. $50, 858, 569 
Annualized amount for increases during 11 months os — 2, 565, 685 
Cost of increases at rates in effect Aug. 27, 1955 18, 292, 884 
Ratio of increases for 11-month period_ - ---- - - percent & 31 
Plus 34;; to convert to 12 months_-_ E. ido... 18 

Ratio computed for 12-month pe riod - pate agle i 5. 79 


As increases during 1957 will be effected from time to time during the vear, the 
cost for 1957 is estimated at half of the full year rate of 5.79 percent, or 2.9 percent 
of cost of wage-board employment at rates in effect July 1, 1956, as follows: 


Gross cost of ungraded positions: 


$5,440 or above_.- * ‘ : — $940, 395 
Less than $5,440_ _- 7 Pe iat lore a 1 48 178. 000 
Total. : Ses ia eitetert: sj.) 49, 138; 895 


97 1 


Less lapse (66.5 percent of $1, 487, SED ed as tetanus . 989, 471 


Net effective permanent wage-board employment_ 18, 128, 924 


Add: 

Temporary employment ict sages ae ie . |! 1, 860, 000 
Overtime and holiday pay eae _ 11, 560,000 
Nightwork differential________-_ : 3 1 768, 000 
Total cost of wage-board employment (July 1, 1956 rates)__. 52, 316, 924 
Deduct for employment financed by other than OF, PBS_____._.-. —9, 793, 728 

Wage-board employment financed by OE, PBS (81.28 per- 
cent) __- i “ .-- 42, 523, 196 
Estimated cost in 1957 of increases during 1957, 2.9 percent : 1, 233, 173 
Rounded to ai ee z ; 1, 220, 000 


1 Amounts as shown in 1957 column of pp. 81-82 appendix to 1958 budget; 
Attached is a schedule of increases actually effected from July 1, 1956, throu 
yl 


April 7, 1957, and a projection for the rest of the year to a total of $1,233 
which is rounded down to $1,220,000 for this estimate. 


gv 
fe 


i 
> 
° 


Mr. Tuomas. This peapare «d supplemental is to pay wage-board pas 
increases during the fiscal year 1957 to certain employees of the 
General Services semper as That is what it is, isn’t it? 

Mr. Mrp.ey. Yes, si 

Mr. Tuomas. What abaiii it? 

Mr. Mepuey. Mr. Chairman, as the committee knows, Public Law 


763 of the 83d Congress shifted certain emplovees previously in the 
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custodial and crafts grades to wage-board rates prevailing in local 
areas, and established procedures where »by agencies with employ ees 
in those categories would pay on the basis of local prevailing rates. 

Mr. Tuomas. I have spent considerable time interpreting that law, 
trying to figure out who is who, where the Civil Service Commission 
comes in, and where the agency comes in. Would you detail the 
method of procedure here. How long has the act been in effect? 

Mr. Scumiptr. The act was approved September 1, 1954. The con- 
version of the custodial and crafts emplovees from the Classification 
Act to wage board was made on August 28, 1955. 

\lr. THomas. Before the act was passed, what was the procedure, 
and how were the wage increases of the blue-collar people handled? 

Mr. Scumipt. All of the salaries of the custodial and crafts plus 
the protective emplovees used in the building operations were fixed 
under the Classification Act under the CPC schedule, a horizontal 
wage that applied across the country. 

\Mr. THomas. Go ahead. 

Mr. Scumipr. For example, the same salary was paid for a laborer 
working in Washington, D. C., as for a laborer working in Chicago 
xr New York, in the higher wage areas. 

\ir. THomas. What did the act of 1954 do? 

Mr. Scumiptr. The act first of all abolished the CPC schedule. 
Second, it transferred to the general schedule under the Classification 
Act the protective employees, the guards and fire fighters, and trans- 
ferred to wage board all of the custodial and crafts employees, includ- 
ing related laborer positions. 

\ir. THomas. Do the guards and fire fighters have a separate 
classification? 

Mr. Scumipr. They are now paid under the general schedule of the 
Classification Act. They were transferred from the CPC schedule to 
the general schedule under the Classification Act. 

Mr. Tuomas. In other words, they are not governed by the new act? 

Mr. Scumiptr. No, sir; they are not governed by the local wage- 
fixing procedure. They are governed by the fixed salaries under the 
Classification Act 


NUMBER OF WAGE-BOARD EMPLOYEES IN GSA 


\Mr. THomas. How many people in the General Services Adminis- 
tration are affected? 

Mr. Scumipt. We have a total of about 15,000 employees under 
the wage board. The total under the “Operating expense” appropria- 
tion for the Publie Buildings Service is 11,400. 

\ir. THomas. 11,400 employees? 

Mr. Scumipt. Yes, sir; under ‘Operating expenses”’ for the Public 
Buildings Service. 

Mr. THomas. What about the “Buildings management fund?”’ 

\Ir. Scumipr. The total under the “Building management fund”’ 
is about 14,000, and the difference between that and the 11,400 is 
covered by reimbursable services paid from other appropriations. 

\Ir. THomas. As far as we are concerned, here, excluding reimburs- 
ables, vou have about 11,400? 

Mr. Scumipt. That is right, 

\Mr. THOMAS. eo to ‘ise net? 

Mr. Scumipt. Yes, si 
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Mr. Tuomas. At this point in the record, detail the number of 
employees involved and the amount of increases since the act up to 


April 1. 


NUMBER OF WAGE INCREASES BY AREAS AND REGIONS 


How many increases have they had? 

Mr. Scumiptr. Well, they have varied. Mr. Suskin, can you fur- 
nish information on that? 

Mr. Susxrn. Their rates are reviewed annually since we converted 
in August of 1955, most localities have received at least one wage in- 
crease and many have received a second. 

Mr. Tuomas. Under the law, you must review the wage scales 
annually. Is that mandatory? 

Mr. Susxrin. It is an administrative determination, sir. 

Mr. THomas. It is administrative? 

Mr. Suskin. Yes, sir. 

Mr. Tuomas. How many raises have you given each one of your 
districts? Put that in the record. How many raises has region 3 
had since the act has been in effect. How many raises has region 1 
had? 

Mr. Susxry. Two for region 3, sir. That would be the Washington, 
D. C., area itself. There are several labor-market areas in region 3, 
and there are quite a number of labor-market areas in region 1. 

Ir. THomas. How many regions do you have? 
ir. Suskrin. Ten 
{ 


* 


. 
V 


r. THomas. Will vou do the table by regions and show the num- 
ber of increases they have had and the dollar increase, the amount? 

Mr. Susktn. Yes, sir. 

Mr. Dorsry. Do you want that by regions or localities? Within 
each region there ma.\ be several different schedules. some of which 
may have gotte» 2 increases, while other localities may have cotten 
only 1 increase withm the region. 

Mr. Tuomas. It is on a locality basis rather than a regional basis? 

Mr. Dorsry. Yes, sir. 

Mr. TuHomas. What is the area? 

Mr. Suskxin. We refer to them as labor-market areas. 

Any area from which we recruit workers, and in which emplovees can 
transfer from one employment to another, is considered a labor market 
area, and the wages may change from one labor market area to another. 

‘For example, in region 1, the localities up near the Canadian border 
might have lower wage rates prevailing as compared to the wages in 
Boston. Therefore, we cannot treat the entire region as a whole. 

Mr. Tuomas. L believe you had better break it down by regions, 
and show the amount of increase in any part of that region, the total 
and what it has cost, if vou will, please. 

Mr. Susk1n. We will be glad to do that, sir. 

(The matter referred to is as follows:) 
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Mr. Tuomas. You set off the localities and the effective date of the 
new schedule, and you have effective hours in the table and average 
hourly increase, and the average cost per employee. 

You have for Charleston, W. Va., in region 3, average cost per 
employee for wage rate effective as of July 15, 1956, a figure of $368. 
In region 4, at Atlanta, Ga., the figure is $198.91. Is that for the 
same period? 

And then, for region 8, Colorado Springs, the average hourly 
increase. Does that mean 15 cents an hour? Then you have a total 
cost for the year of $312. What is the hourly rate you are paying? 

In another table, put the hourly rate you are paying for your 
divisions. What is the hourly rate you are paying in each region for 
custodial employees? 

Mr. Suskin. We start at $1 an hour in region 3, and pay $1.05 
and $1.10. 

NUMBER OF WAGE-BOARD GRADES 


Mr. Tuomas. How many different wage scales do you have under 
Public Buildings Service? 

Mr. Suskin. There are 28 grades. 

Mr. Tuomas. I wonder if, at this point in the record, you will insert 
the 28 grades. 

Mr. Suskin. We have them. 

Mr. THomas. And say what they are and the rate. 

Mr. Susxkin. We have that. 

Mr. Tuomas. And do that for region 4, if you don’t mind. 

Mr. Suskin. We will be glad to. 

Mr. Tuomas. And then do it for region 1, so that we can see a 
comparison. 


Mr. Suskin. All right, we can certainly do that. 
(The matter referred to is as follows:) 





GENERAL SERVICES ADMINISTRATION - Personnel Divisica 
CUSTOD:AL AND REGULAR RATE SCHEDULES 


OCALITY DATE 
Boston, Massachusetts Jamary 16, 1957 


CUSTODIAL RATE SCHEDULE FOR GRADES |! THROUGH 4 we REGULAR RATE SCHEDULE FOR GRADES ! THROUGH 4 
STEP RATES STEP RATES 


1.26 1.33 1.40 1 1.61 1.69 1.77 
1.42 1.49 1.56 é 1.66 1.75 1.84 
1.56 1.64 1.72 : 1.73 1.82 1.91 
1.71 1.80 1.89 1.79 1.88 1.97 


The Custodial rates are applicable to jobs concerned with The Regular rates ere applicable to trade and craft jobs 
the operation and maintenance of buildings and grounds, concerned with the operation and maintenance of buildings 
not involving trade or crafts skills. Included are such and grounds. They elso apply to trade, craft, material 
jobs as cleaners, janitors, gardeners, window washers, handling, and industrial-type menual labor jobs in shops, 
charwomen, furniture movers and elevator operators. depots, and other similar fecilities. 


CUSTODIAL AND REGULAR RATE SCHEDULES GRADES 5 THROUGH 26 LOCATIONS 
GRADE atin ee ‘STEP RATES ‘ : = = — - 
1.95 Boston, Massachusetts 
1.99 Newton, Massachusettes 
2.03 
2.08 
2.12 


2.16 
2.20 
2.2h 
2029 
2.33 





2.37 


SHIFT DIFFERENTLALS _ 
2nd Shift 10% 
3rd Shift 10% 


ve 


FFECTIVE DATE 

Approved to be effective es of January 27, 1957 contingent upem the sppropriation, by the Cangress of 
the U.S., of the edditionel funds needed to pay the increases in rates provided by these Schedules. Pending eppropris- 
tion of additional funds, employees shell be paid rates appearing on GSA Rate Schedules for this locality which were 
effective Jamary 15, 1956 

No obligation or liability on the part of the U.S. Government to pay such increases is created and my approve! of these 


. shell become null end void if specific funds sufficient to pey 


Pursuent to section 202(7) of the Classification Act of 1949, as amended and authority delegated to the Director of 


DIRECTOR OF PERSONNEL 
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CUSTODIAL AND REGULAR RATE SCHEDULES 
OCAL ITY DATE 
ot. eorg) Ju 2 1956 


GUSTODIAL RATE SCHEDULE FOR GRADES | THROUGH 4 REGULAR RATE SCHEDULE FOR GRADES | THROUGH 4 
GRADE STEP RATES STEP RATES 
















































1 1.00 1.05 1.10 1 1.27 1.3h 1.41 
2 1.13 1.19 1.25 2 1.33 1.40 1.47 
3 1.26 1.33 1.40 3 1.40 1.47 1.54 
4 1.40 1.47 1.54 4 1.46 1.54 1.62 














The Custodial rates are applicable to jobs cencerned with 
the operation and maintenance of buildings and g¥eunds, 
not involving trade or crafts skille. Incleded are such 
jobs as cleaners, janitors, gardeners, windew Washers, 

charwouen, furniture movers and elevator operators. 


CUSTODIAL AND REGULAR RATE SCHEDULES GRADES 5 THROUGH 28 
GRADE STEP RATES 


The Regular rates gre applicable to trade and craft jobs 
concerned with the operation and maintenance of buildings 
and grounds. They elso apply to trade, craft, material 
handling, end industriel-type manuel labor jobs in shops, 
depots, and other similer fecilities. 


LOCATIONS 












5 1.53 1.61 1.69 Athens, Georgia 
6 1.59 1.67 » 75 Atlanta, Georgia 
7 16h 1.73 1. 82 Carrollton, Georgia 
8 1.70 1.79 1,88 East Point, Georgia 
9 1.76 1.85 

81 

87 


15 2.10 2.21 2.32 
16 2.16 2.27 2.38 
17 2.21 2.33 2045 
16 2.29 2.k1 2.53 
19 2.37 2.9 2.61 
20 2.57 2.70 
1 2.65 2.78 

2.74 2.88 

2.83 2.97 

2.92 3.07 








SHIFT OIFFERENTIALS 


2nd Shift 5¢ 
3rd Shift S¢ 


Approved to be effective as of July 29, 1956 contingent upon the appropristion, by the Congress of 
the U.S., of the additional funds needed to pay the increases in rates provided by these Schedules. Pending eppropria- 
tion of additional funds, employees shell be paid rates eppearing on GSA Rate Schedules for this locality which were 


effective Ogtober 23, 1955 


No obligetion or liability on the part of the U.S. Government to pay such increases is created and my approval of these 
schedules as effective 





» shell become null and void if specific funds sufficient to pay 


Pursuant to section 202(7) of the Classification Aet of 1949, as amended and author it gated to the Dir of 
Personnel by Administrative Order flex273, dated May 21,, 1956. 
Ahi chee 


A ™ 










< . . om 77 
GSA WASr OC 56-0146 Arei. 1966 
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RATES PAID TO CHARWOMEN 


Mr. Tuomas. What are the most numerous of your classifications? 
Is it charwomen? 

Mr. Suskry. Building service labor. They are the cleaning people. 

Mr. Tuomas. Out of 11,000 employees, how many are in that 
classification? 

Mr. Suskry. Approximately 7,000. 

Mr. Tuomas. What do you pay those people an hour in region 4 
and in region 1? Do you have that information? 

Mr. Susxin. Mr. Dorsey has that information. 

Mr. Dorsry. Not for region 1, but I have some information on 
region 4 with me. 

Mr. Tuomas. I want to see what the variation is in region 1 and 
region 4. 

Mr. Susxin. In Washington, D. C., we pay $1.05, $1.10, and $1.16. 

In Nashville, Tenn., we pay $1.01, $1.06, and $1.11. 

The second step actually 1 is the going rate, which I will stick to. 

Take Philadelphia, Pa., which is a considerably higher wage area. 
We pay $1.37 an hour. 


EFFECT OF PAY-RATE INCREASES ON CONTRACT CLEANING 


Mr. Tuomas. Mr. Medley, here is what it looks like it is coming 
to. You are competing in the labor market in every city and town 
for this type of labor. 

Mr. Meptey. Yes, sir. 

Mr. THomas. What this act does is that it almost insures that 
within a year or two you are going to have to turn over this part of 
the Public Buildings Service to private industry. I don’t think there 
is any doubt about it, now that private industry will be able to do 
this job about 15 percent cheaper than the Government is doing it. 
There are no ifs or ands about it, that private industry can perform, 
under most circumstances, about 15 percent cheaper than the Govern- 
ment can. You are bound by certain rules and regulations under the 
Government that do not hamper private industry, so there you are. 

Mr. Mep.iey. We feel that the reason we have not been able to 
get bids that are as low as we think they should be on the cleaning is 
because we have had only 1-year contracting authority. 

Mr. Tuomas. We are going to write something in this report, and 
certainly a vear is not long enough for any experience. We want you 
to set up a test in each one of your regions. We want you to do to 
it expeditiously and with good commonsense and understanding. I 
know that is exactly what you will do, and I have not even intimated 
that it will be loaded. Perhaps the one in New York, while not 
exactly loaded, was a halfhearted experiment. Everytime you turn 
around you have an increase in your wage-board rates. You are 
competing with industry. 

Mr. Mepuey. We think we could get much better bids if we had 
contract authority for more than 1 year. We have proposed author- 
ity to contract for services for periods not to exceed 5 years. 

Mr. Tuomas. When these people work on Saturdays, do you have 
to pay them double time like they do in industry? 
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Mr. Susxin. We pay them time and one-half for work over 40 
hours. _W e follow industry practice. 

Mr. [Homas. That is what I am talking about. 

Mr. Susxry. We have found that office-building operators have 
been granting increases to their custodial employees, and we have 
been pretty well following them. alas 

Mr. Tuomas. This estimate is for $1,220,000. How much of that 
has actually accrued and is owing? 

Mr. Mep.ey. $900,000, approximately, as of April 7, 1957. 

Mr. Tuomas. And the balance? 

Mr. Mep.ey. The other is the estimated amount needed for any 
raises that become effective between April 7 and June 30 of this year. — 
Mr. Tomas. That is purely guesswork. You don’t know what it 


is? 


Mr. Muptey. No, sir. 

Mr. Tuomas. Do you have any questions, Mr. Vursell? 

Mr. Vurse.u. I believe you have raised the questions I had, Mr. 
Chairman. : 

Mr. THomas. Thank you very much, gentlemen. It is always 
pleasant to do business with you. Thank you, and good luck, 
gentlemen. . 


HOUSING AND HOME FINANCE AGENCY 


Aprit 3, 1957. 
WITNESSES 


ALBERT M. COLE, ADMINISTRATOR 

JULIUS ZIMMERMAN, OFFICE OF THE GENERAL COUNSEL 

M. CARTER McFARLAND, ACTING ASSISTANT ADMINISTRATOR 
(PLANS AND PROGRAMS) 

DAVE LOWERY, DIVISION OF PLANS AND PROGRAMS 

SAM DENNIS, CONSULTANT 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER 

NATHANIEL J. EISEMAN, PRINCIPAL BUDGET ANALYST 

CHARLES W. WIECKING, BUDGET ANALYST 

FRANK J. MEISTRELL, COMMISSIONER, FEDERAL FLOOD INDEM- 
NITY ADMINISTRATION 

FRANK WEAVER, ASSISTANT COMMISSIONER FOR INDEMNITY 
OPERATIONS 

ROBERT A. SAUER, ASSISTANT CHIEF COUNSEL 

HENRY DAMMEYER, FISCAL OFFICER 

J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORT- 
GAGE ASSOCIATION 

WALTER C. HAND, BUDGET OFFICER 


Mr. Tuomas. Gentlemen, will the committee please come to order? 
It is nice to have with us our friends from the Housing and Home 
Finance Agency. It is nice to see the Administrator, Mr. Cole, 
again. 

We have Mr. MeFarland, the Acting Assistant Administrator for 
Plans and Programs; Mr. John Frantz, the Agency budget officer; 
Mr. Nathaniel J. Eiseman, the principal budget analyst; Mr. Frank 
Meistrell, the Commissioner of the Federal Flood Indemnity Ad- 
ministration, and Mr. Robert A. Sauer, Assistant Chief Counsel. 
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I hope you know more about this program than I do after having 
read your justifications. You kept me up 4 hours the other night. 

Then we also have from the Federal National Mortgage Association 
Mr. J. Stanley Baughman, the President. He is an old friend. And 
we have Mr. Walter Hand, the budget. officer. 

Mr. Administrator, we would be delighted to hear from you at this 
time. 


GENERAL STATEMENT 


Mr. Coir. Mr. Chairman and members of the committee, I am 
pleased to be here this morning to discuss with the committee the four 
supplemental estimates for the Housing and Home Finance Agency 
for fiscal 1957 recently transmitted by the President. These esti- 
mates are contained in House Document No. 115. 

Three Agency programs are covered by the supplemental estimates. 
These are the program of housing studies authorized by section 602 
of the Housing Act of 1956, the flood indemnity program established 
by the Federal Flood Insurance Act of 1956, and the secondary market 
operations of the Federal National Mortgage Association. I shall 
deal with each of these items very briefly and then at the pleasure of 
the committee the officers in charge of program operations and ad- 
ministration will discuss the budget and work programs in detail. 


HOUSING STUDIES 


Two appropriation items are presented for the housing-studies 
program, the first an appropriation of $170,000 for administrative 
expenses for the balance of the current vear and for the fiscal year 1958 
and, second, an appropriation of $800,000 to provide for the liquidation 
of contracts and working agreements entered into pursuant to the basic 
enabling legislation. 

I want to assure the committee that we have endeavored to start 
this housing-studies program on the firmest possible foundation. Since 
the Housing Act of 1956 was enacted last vear, Agency staff has 
attempted to identify the most pressing needs for information with 
respect to housing need, supply, and demand including basic data on 
the home-morigage market and home financing. 

There are certain projects which we feel are ready to be undertaken 
and which can be brought to a useful and successful conclusion fairly 
rapidly—with a minimum requirement for staff and expenditure of 
funds. These are the projects or studies outlined in the justification 
which is before the committee. 

I do not want to pass this item without stating very frankly to the 
committee that as Administrator of the Housing and Home Finance 
Agency, I want to enlist your support for the housing studies program. 
In my “judgment, there is a vital need for all of us—the executive, the 
Congress, and the public—to be better informed about one of the most 
critical segments of our economy. ‘Too often in the past adminis- 
trative decisions, congressional enactments, and the plans of the pub- 
lic have had to be based upon relatively sketchy and inconclusive facts. 

The present limited program we have proposed is the result of 
extensive consultations with responsible officials and experts from 
interested Government agencies, the staffs of the legislative com- 
mittees of the Congress, the various components of the housing in- 
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dustry itself, and the outstanding private nonprofit organizations 
interested in housing and home finance. 

Mr. M. Carter McFarland, Acting Assistant Administrator, Divi- 
sion of Plans and Programs, is here with us this morning. The 
housing studies program will naturally fall under the jurisdiction of 
his Division. 

FLOOD INDEMNITY OPERATIONS 


Since the passage of the Federal Flood Insurance Act of 1956 and 
the provision of planning funds in a supplemental appropriation, the 
Agency has been engaged in planning for a program of flood insurance. 
The present supplemental appropriation request provides for the 
appropriation of $50 million for 2 major purposes: Firet, reimburse- 
ment of private insurance organizations for their expenses incurred 
under contract with the Government in carrying out this new program 
and, second, payment into the disaster insurance fund provided by the 
act of the Federal subsidy contribution. This appropriation, which 
would remain available until expended, is regarded as a necessary 
prerequisite to the commencement of program operations. 

T am sure this committee is well aware that this is a totally new and, 
in the language of the statute itself, an experimental program. It has 
confronted us with many extremely difficult planning problems. As 
the Commissioner will explain in more detail, we believe we have 
reached the point where an early beginning can be made on actual 
operations. To make this possible, an appropriation of operating 
funds is essential because these operations are to be carried out through 
the private insurance industry under contract arrangements, and these 
contracts cannot be concluded and the participating companies 
commence operations until there are funds available to meet the 
expenses which will be incurred. I want to call your attention to the 
fact that this appropriation does not involve any funds for the salaries 
and expenses of Government staff. 

Mr. Frank J. Meistrell, the Commissioner of the Federal Flood 
Indemnity Administration, which we have established for the admin- 
istration of the flood indemnity program, is here this morning and 
will be glad to discuss the program and the appropriation request 
with the committee. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


The fourth item in the supplemental estimates provides for an 
increase of $200,000 in the limitation on administrative expenses for 
the Federal National Mortgage Association. This increase will pro- 
vide for additional staff to handle the substantial increase in workload 
which has occurred in connection with the purchasing and servicing 
of mortgages under the secondary market operations of the Associa- 
tion. 

I am sure the committee is aware of the mortgage market condi- 
tions during the fiscal year to date which have resulted in a larger 
number of mortgages being presented to the Association by private 
mortgage financing institutions. One statistic will illustrate what 
has happened. 

When the Agency presented its estimates to the Congress last year, 
the volume of mortgage purchases was estimated at $450 million. 
The current revised estimate for fiscal 1957 aggregates more than 
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$1 billion. Thus, the present rate of activity in the secondary market 
operation is more than double the estimates on which the existing 
administrative expense limitation was based. 

Mr. J. Stanley Baughman, the President of the Association, is here 
to discuss the supplemental estimate in detail. 


SUMMARY OF SUPPLEMENTAL ESTIMATES 


Mr. Tuomas. We have two items which come under the Office of 
the Administrator, namely, the housing studies; and then we have 
the Federal Flood Indemnity Administration; and then Fannie May. 

For the Office of the Administrator, exclusive of the flood-insurance 
program, we have 2 items, the first is administrative expenses for 
housing studies, $170,000. 

Then under the housing studies for liquidation of contract authori- 
zation, we have a figure of $800,000, which has not been used. 

I want to commend you on both counts. 

Then we have $50 million for the flood-insurance program which 
we will take up separately. 


HovusinG Srupies 

Mr. Reporter, at this point will you insert pages A-1 and A-2 in 
the record. 

For administrative expenses, in carrying out the program authorized by section 
602 of the Housing Act of 1956 (70 Stat. 1113), $170,000, to remain available 
until June 30, 1958 
and then for the housing studies— 


For payment of obligations incurred pursuant to section 602 (b) (1) of the 
Housing Act of 1956 (70 Stat. 1113), $800,000, to remain available until expended, 


(The matter referred to is as follows:) 


Summary of supplemental estimates, fiscal year 1957 





Available, Supple- Revised 
fiscal year | mental (H. total 
1957 Doce. 115) 
Appropriations 
Office of the Administrator: 
Administrative expenses, housing studies - -- $170, 000 $170, 000 
Housing studies (liquidation of contract authoriza- 
tion) aad 800, 000 800, 000 
Federal Flood Indemnity Administration: Payment for 
flood indemnity operations 50, 000, 000 50, 000, 000 
Subtotal, appropriations 50, 970, 000 50, 970, 000 
Authorization Federal National Mortgage Association 
Administrative expenses $4, 025, 000 200, 000 4, 225. 000 
Total, Housing and Home Finance Agency 4, 025, 000 51, 170, 000 55, 195, 000 


SUMMARY 


House Document No. 115 includes four items requesting supplemental appro- 
priations or limitations for the Housing and Home Finance Agency for the fiscal 
year 1957. The proposed appropriation language and pertinent excerpts from 
the President’s message are reproduced below for reference. 

In the succeeding sections of this volume, each of the activities for which 
supplemental requests have been made is discussed in detail. 
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“OFFICE OF THE ADMINISTRATOR 
‘ADMINISTRATIVE ExprEnseEs, Housine STupDIeEs 


“For administrative expenses in carrying out the program authorized by section 


02 of the Housing Act of 1956 (70 Stat, 1113), $170,000, to remain available until 
ae 30, 1988.’ 


The Housing Act of 1956 provided contract authority for a program of studies 
with respect to housing supply and demand, characteristics of the housing market 
and the mortgage market, and studies:in residential design and construction 
This proposed appropriation is to provide for the administrative expenses of 
carrying out the program for fiscal years 1957 and 1958. 


“Housine Srupies (LiguipaTion or Contract AUTHORIZATION) 


“For payment of obligations incurred pursuant to section 602 (b) (1) of the Housing 
Act of 1956 (70 Stat. 1113), $800,000, to remain available until expended.”’ 

The Housing Act of 1956 provided contract authority of $2,500,000 over a 
3-year period for a program of studies with respect to housing supply and demand, 
characteristics of the housing market and the mortgage market, and studies in 
residential design and construction. This proposed appropriation is for payment 
of obligations incurred in the form of contracts with private organizations or 
pursuant to working agreements with other Government agencies for performance 
of such studies. 


Mr. Tuomas. Has any of that money been spent? 

Mr. Cote. No, sir. 

Mr. THomas. And the $800,000 has not been spent either, yet, 
has it? 

Mr. Cote. That is right 

Mr. THomas. And the $800,000 is part of the $2,500,000 total 
contract authorization, is that correct? 


EXPENSES FOR FISCAL YEAR 1957 


Mr. Cote. Yes, sir. May I add that part of this justification for 
‘the housing studies has to do with administrative expenses for 1957. 
The supplemental is being presented at a time later than we expected 
to present it. Quite frankly, if it would take 30 or 60 days for the 
bill to finally clear Congress, it seems to us that we would not require 
these administrative expenses for the fiscal year 1957, and the amount 
could be reduced, and should be reduced. 

Mr. THomas. That is a fair statement. 

Mr. Reporter, put page B-2 in the record at this point. That is 
the justification. 

(The matter referred to is as follows:) 


Hovusine StTupIEs 
APPROPRIATIONS REQUESTED 


Two items of appropriation are requested at this time: 
1. An appropriation of $170,000 for administrative expenses in connection 
with the program during fiscal years 1957 and 1958; and 
An appropriation of $800,000, to remain available until expended, for 
onidation of contracts and working agreements to be entered into under 
the contract authorization described above. 

The only activity to date has been that concerned with planning for the pro- 
gram. A consultant was employed for a 3-month period to draft the broad 
outlines of the program, and existing staff of the Office of the Administrator have 
assisted in the basic planning operation. No contracts or working agreements 
have been entered into. It is not contemplated to begin program operations as 
such until the present estimates are acted upon by Congress. 
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PURPOSE OF THE PROGRAM 


The Senate Banking and Currency Committee in its report on S. 3855, 84th 
Congress, which ultimately became the Housing Act of 1956 set out the purpose 
of the program of housing studies in the following language: 

“One of the most urgent needs is information which will indicate present and 
prospective trends in the supply and demand for housing. The characteristics 
of the housing market must be better known—the volume of sales, the terms of 
financing, the trends in prices, and the physical types and sizes of recently com- 
pleted units. It is also necessary to have much more accurate information regard- 
ing the availability of housing credit under various conditions in the housing 
market and the effect of housing credits on the volume of construction * * *. 

“A governmental housing program cannot proceed in an enlightened and orderly 
fashion unless the housing agencies are informed about the housing needs of the 
people at all income levels and in all parts of the country_* * *. Information 
about such needs, together with related statistics on the market supply and 
demand, are indispensable to the most effective administration of HHFA.” 


Mr. Tuomas (reading) : 


The only activity to date for the Administrator has been that concerned with 
planning for the program. A consultant was employed for a 3-month period to 
draft the broad outlines of the program, and existing staff of the office of the 
Administrator have assisted in the basic planning operating. 

No contracts or working agreements have been entered into. It is not con- 
templated to begin operations as such until the present estimates are acted upon 


by Congress. 
This program has been kicked around here, to my certain knowledge, 


for a good many years, and I intended to look it up this morning, but 
I did not have time. 


PREVIOUS PROGRAM OF HOUSING RESEARCH 


Do you know your predecessor had a program and we have made 
three previous appropriations. Mr. Raymond Foley was your 
predecessor. 

In 1948 and 1949 I think we appropriated about $800,000 or $1 
million a year. 

Mr. Frantz. I have a summary here by years. 

Mr. Tuomas. Housing research program for fiscal year for 1948 
was $62,000. 

For fiscal year 1949, it was $332,000. 

For fiscal year 1950, it was $2,050,000. 

For fiscal year 1951, it was $1,403,000. 

For fiscal year 1952, it was $494,000. 

For fiscal year 1953, it was $533,000. 

Mr. Reporter, will you put this table in the record here. 

(The matter referred to is as follows:) 
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Hovusinc AND Home FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR 
Housing research program under title III of the Housing Act of 1948, as amended 
Contract 
Fiscal year actual Man-years Total cost research 


(included 
in total) 


1948 9.2 $62, 440 
1949_- i 33. 5 332, 000 109, 709 
1950_. 84.9 2, O50, 168 1, 389, 804 
1951. 105. 0 1, 403, 961 684, 854 
1952_. 68.0 494, 645 1,000 
1953 68. 5 533, 312 
1954 11.9 124, 741 

Total_- 5, 001, 267 2, 185, 367 


Mr. Tuomas. It adds up to about $5,001,267. This is before you 
came into office, Mr. Cole. 

Mr. Cote. Yes, sir. 

Mr. Tuomas. In addition to that, I remember another agency of 
the Government has been wanting to do some statistical work in the 
Census Bureau of the Department of Commerce. It is not the kind 
of research you are doing, but they wanted to do some research and 
get some statistical information on this subject. 

Mr. Reporter, will you put in page B-3 and 4 in the record at this 
point. 

(The matter referred to is as follows:) 


HousinG STuDIES 


PRACTICAL IMPORTANCE OF THE PROGRAM 


Frequently during recent years the Housing Administrator and the Congress 
have been handicapped by the lack of adequate factual data to answer accurately 
questions which are fundamental to the formulation and administration of the 
Government’s housing programs and to the effective operation of a significant 
segment of the country’s private economy. The following are typical of such 
questions: 

1. What volume of housing production is it reasonable to expect the market 
to support during the next year and the immediate vears ahead? Is the market 
for houses approaching saturation? At what price levels and for what types of 
housing is the potential demand greatest? 

2. What are the prospects that the mortgage market will loosen or tighten in 
the months immediately ahead? What would be the effect of a change in mort- 
gage financing terms on the flow of mortgage funds and the effective demand for 
housing? 

3. To what extent are the housing needs of nonfarm families being adequately 
met in the present market? What about the needs of middle and low-income 
families, minorities, the elderly? 

Better information on these and a host of related questions is essential if the 
Congress and the executive branch are to improve the basis for making decisions 
on housing legislation and its administration. Such information is also needed 
hy builders, lenders and consumers, for, in a private enterprise economy, the 
stability of the housing market and its capacity to serve the needs of the people 
rest as much on accurate private decisions as they do on wise and realistic public 
policy. 

It is reasonable to ask why the available data are not adequate for this pur- 
pose—whether the operating data of the Government’s housing agencies, together 
with the statistics on housing presently being collected by the Bureau of Labor 
Statistics and the Bureau of the Census, and the experience of builders and lenders 
do not supply the needed facts? Of course, these sources do provide valuable 
information on housing developments. Indeed, they provide the only informa- 
tion now availabl However, the data now available are not designed to and 








171 


do not provide all the information needed to answer policy questions adequately. 
For example, the Bureau of Labor Statistics provides fairly accurate and complete 
counts on the number of new dwelling units started each month. The Bureau 
of the Census in its decennial census of housing furnishes a comprehensive picture 
of the housing inventory and its utilization. Valuable as these programs are, 
they provide only partial answers to many important questions. They tell how 
many houses are being built and the nature of the housing inventory but they give 
no clues of the strength or character of future market demand. Neither do they 
provide vitally needed current information on financing terms and conditions, 
and their effect on the financial ability of families in various income groups to 
secure adequate housing. 

The operations of FHA, VA, FNMA, PHA, and the Home Loan Bank Board 
also produce information of considerable value in assessing developments in the 
housing and mortgage markets. More frequent and detailed compilation and 
analyses of these operating data would probably make them even more useful for 
these purposes. A major objective of this program of studies will be to make 
better use of presently existing operating data. Nevertheless, data and experience 
of this type are an imperfect and incomplete basis for providing answers to the 
Government’s broader and most important questions on housing. The statistics 
developed by these agencies naturally relate only to their operations, and do 
not necessarily reflect conditions representative of the total market. Only a 
few weeks ago, a staff study on the housing conditions and problems of low and 
middle income groups published by the Housing Subcommittee of the Senate 
Banking and Currency Committee, reached the same conclusion. In commenting 
on available Government statistics relating to housing and income, the report 
stated: ‘‘These series are incomplete and inadequate as a guide to the current 
housing situation. They do not provide current information on important 
aspects of housing supply and demand, on conventional financing, or on house 
prices, even as national totals, and yield very little information of any kind on 
local housing situations.” 

Over the past few decades, private enterprise has become increasingly aware of 
the importance of basic factual data for determining operating policies. In fact, 
today, our large corporations spend tens of millions of dollars annually on collect- 
ing and analyzing information designed to provide them with the very same kind 
of market information in their respective fields which the Government needs to 
know about the housing market. Because the home building industry consists 
of many relatively small businesses, it has not been able to carry out this type of 
study in its own behalf. 


Mr. Tuomas. Mav I read part of the page: 


Frequently during recent years the Housing Administrator and the Congress 
have been handicapped by the lack of adequate factual data to answer accurately 
questions which are fundamental to the formulation and administration of the 
Government’s housing programs, and to the effect of operation of a significant 
segment of the country’s private economy. The following are typical of such 
questions: 

1. What volume of housing production is it reasonable to expect the market to 
support during the next year and the immediate years ahead? Is the market for 
houses approaching saturation? At what price levels and for what types of housing 
is the potential demand greatest? 

2. What are the prospects that the mortgage market will loosen or tighten in 
the months immediately ahead? hat would be the effect of a change in mortgage 
financing terms on the flow of mortgage funds and the effective demand for 
housing? 

3. To what extent are the housing needs of nonfarm families being adequately 
met in the present market? What about the needs of middle- and low-income 
families, minorities, the elderly? 


Well, of course, those are questions that the mortgage people, the 
mortgage bankers, are interested tn. 


AVAILABILITY OF HOUSING DATA 


| don’t know whether research about building a certain type of 
house will answer the questions for the mortgage bankers’ groups, 
and maybe the Department of Commerce in its census study will get 
the answers, but when it is all said and done I imagine that the Office 
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of the Housing Administrator plus the FHA, the Veterans’ Adminis- 
tration, the “Fannie May” people and the Home Loan Bank Board 
might get together and answer these statistical questions pretty well 
with the information presently available. Do you think that is pos- 
sible, Mr. Cole? 

Mr. Corie. We do have a great deal of the information available, 
Mr. Chairman through these agencies that you have mentioned. It 
is our judgment, however, that these specific items of inquiry are not 
available in these various agencies. ‘True it is they could be author- 
ized and directed to provide this information 

Mr. THomas. How are you going to get it by study? As long as 
private industry is going to go out and build a whole lot of factories 
and spend great sums of money at one time, the housing industry 
will get the short end of the stick; will it not? 

Mr. Cote. It is not a study by some people in Washington to 
examine some statements made by experts. Mr. Chairman, we ex- 
pect that if this is granted, we expect to utilize those agencies now in 
existence to provide the statistical information available such as you 
mentioned—the Bureau of the Census and the Bureau of Labor 
Statistics—and to enter into such other contracts with people who 
can provide the statistical information. 

I wonder if I may, Mr. Thomas, point out that the chairman of this 
committee has asked me over the past years as Administrator a number 
of questions, and I have frankly had to say that I do not have the 
information and the answer is not available. Time and again the 
chairman has properly asked questions about the housing market and 
the available information with respect to the number of houses that 
people are living in, the market, and the flexibility in interest rates 

Mr. THomas. And how many new starts. You could spend a hat- 
ful of money and whose guess would be any better than vours without 
spending a quarter’ 

Mr. Cote. Mr. Chairman, I recognize that informed guesses are 
made and will continue to be made 

Mr. Tuomas. And it is still a guess 

Mr. Cote. Of course, it is a guess. It is our opinion, and mind 
you—the more informed the guess, the more useful it is for the benefit 
of the Government as well as for industry involved in these problems 

Primarily we look upon it as the responsibility of Government. 
The Fanny May asks how much should they provide in the second 
mortgages— - 


USE OF DATA BY PRIVATE INDUSTRY 


Mr. THomas. What about Johns-Manville and other materials 
people? Every time you build a house they will sell you the materials 
they have. As a matter of fact, they have as much interest in it as 
you do. 

Mr. Cote. Yes. 

Mr. Tuomas. They are spending their own money for planning 
expansion, and they may have a little responsibility to protect their 
own investment. 

Mr. Coxe. They do have a responsibility. 

Mr. Tuomas. And if Government figures are available, will they 
rely on their own figures in making their future estimates in conducting 
their own affairs, or will they rely upon the Government’s guesses? 
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Mr. Coxe. They will rely on their own guesses, but they will use— 
in determining what their guesses will be—they will use all the avail- 
able statistics. Those statistics will be used, and credence will be 
given to them, based upon what they think are the factual data to 
support the statistics. 

Now, again, don’t misunderstand us. We don’t think that this 
should be primarily for the benefit of industry. We think that is 
something that industry will obtain and use, and I am sure they will 
use it. We think that it can be only justified, and should be justified 
if at all, should be justified as a Government program—both the 
executive and the congressional side—to determine what our respon- 
sibilities are and how to carry them out. We think rather definitely 
that it is extremely important that we do this. How far it goes is a 
matter of judgment, of course. 


OUTLOOK FOR HOUSING STARTS 


Mr. Tuomas. In the last 60 or 90 days we have had some rather 
informative and pleasant conversations with you and your staff on 
the outlook for new housing starts for the current year 1957 and fiscal 
year 1958, and the status of the mortgage market. What is your opin- 
ion now as compared with 60 or 90 days ago? You were a little cau- 
tiously optimistic, as I recall. 

Mr. Coie. Based upon the situation today I am less optimistic 
than I was. 

Mr. Tromas. Is that a fact? Why? 

Mr. Coir. Let me try to explain what I have in the back of my 
mind. The straws in the wind, which I mentioned to your committee 
before, are still continuing, and straws are being piled upon those 
which we mentioned, so we have an economic atmosphere that, in my 
opinion, is continuing as I thought it would when I discussed it with 
you before. 

This is on the plus side, and therefore to that extent I am encouraged 
on the plus side. The reason that I am a little pessimistic today—and 
I want to underscore it when I say ‘‘today’’—is because 2 weeks from 
today my pessimism may be alleviated. I am a bit pessimistic today, 
because we in the Government—and I am assuming responsibility as 
well as the responsibility which I think is Congress’—because we in the 
Government have been slow to put into effect those things which I 
think would permit the housing starts to be at 1,100,000 this year. 

For example, I am very disturbed about the fact that the Veterans’ 
Affairs Committee yesterday did not see fit to grant the 5 percent 
interest rate on the Veterans’ Administration loans. It is my opinion 
that this will have a very depressing effect upon the market, and that 
it will be a very widespread effect. If the 5 percent imterest rate 
could have been put into effect last month, let us say, the housing 
picture—the production—would have had a breath of fresh air blowing 
through it, in my opinion. It would have been a real straw in the 
wind. 

AVAILABILITY OF MONEY 


Mr. Tuomas. What about the general overall supply of money? Is 
it increasing or decreasing? 

Mr. Cote. It is increasing slightly for the benefit of housing. And 
the reason that it is increasing for the benefit of mortgages in the housing 
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picture is that some of the other competitive segments of the economy 
are beginning to pull back a bit, pull back some. This, then, we think 
makes housing a little more competitive in the picture. 

Mr. Tuomas. The housing industry suffers as long as money is 
tight. 

Mr. Cote. Oh, yes. 

Mr. Tuomas. There are plenty of other investments available, and 
a $1 million mortgage can be serviced with about the same expense 
that they can service one for $9,000. 

Mr. Coxe. For $9,000? 

Mr. Tuomas. Yes; they are both one piece of paper. 

Mr. Cote. Yes; if we assume that that is the basis for i 

Mr. Tuomas. That is about the basis for it; isn’t it? 

Mr. Coxe. I think Mr. Baughman would be better able to answer it. 

Mr. Tuomas. Generally that is about the point. 

Mr. BaucuMan. Proportionately, the cost on the large mortgage 
is not as great. 

Mr. Coxe. On a relative basis, with respect to the value of the 
mortgage, naturally that is true. However, the lender has to give it 
more service than the small one. 

Mr. Tuomas. And the only hope for housing is to take Fanny May 
with a ceiling or a floor under it. When the money supply gets too 

tight, give Mr. Baughman authority to make a few direct loans. Let 

us put him in the business. After all, we subsidize agriculture. We 
subsidize airlines. We even subsidize the man who wants to build a 
big ship if he belongs to the Club 13, and we will subsidize him to 
operate it after we build it for him. 

Is it worth anything to the country, even from a social point of 
view, and just pin it to the social point of view, to subsidize the home- 
owner a little bit? 

Mr. Coie. Mr. Chairman, you are making a very appealing state- 
ment, partic ‘ularly to me. 

Mr. Tuomas. I think it will come to that sooner or later. Instead 
of making Fannie May a moneymaking proposition it won’t be sub- 
sidy, and it won’t cost the taxpayers a penny under the able leadership 
of our distinguished Administrator, and Mr. Baughman. 

Fannie May won’t get rich out of the homeowner but if they loan 
him a little money they »y will get it back. 

I remember he wound up the Home Owners Loan Corporation after 
14 years of work, and, in fact, he made $15 million, a million dollars 
a year, and saved a million homes. 

Mr. BaucuMan. One million homes. 

Mr. Tuomas. Wonderful. 


OBsECTIVES OF HOUSING STUDIES PROGRAM 


Mr. Reporter, will you insert at this point in the record here pages 
B-7 aad B-8 and the top half of B-9? 
(The pages referred to are as follows:) 


HousinG StTupiges 


The proposed program embraces 8 well-defined projects as summarized in the 
following paragraphs. A more exhaustive analysis of each of these projects is 
presented later in this section, under the heading ‘Detailed Description of 
Specific Projects.” 
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1. Housing transactions and their financing, a study to supply badly needed 
information on who is buying or renting housing, and where and on what terms 
they are finding financing. The results will yield insight into both effective and 
potential housing demand, current and future, not possible with any data now 
available. 

2. Financing commitments and other advance indicators of activity, a study 
to develop advance indicators of what can be expected to take place in the mort- 
gage market and the housing market several months in the future and thus 
facilitate the timing of indicated changes in housing policies. 

3. Housing for the elderly, surveys of experience in housing for the elderly, 
nonprofit organizations for rental housing, builders and lenders in building or 
financing sales houses, and one or more public bodies in providing housing for 
elderly persons. This information is needed to assist the Government in admin- 
istering and evaluating present legislation on housing for the elderly, and for 
the guidance of private groups active in this field. 

4. Prices of new and existing housing, a project to develop reliable indexes of 
the prices at which new and existing houses are currently being sold on the 
market—information not available at present—and thus furnish important guides 
to Government officials responsible for general economic stabilization as well as 
those responsible for housing policy. 

5. Development of local housing information, a program designed to stimulate 
and assist communities to collect basic information in the local housing market. 
This local housing information is used by local governments, builders, realtors, 
and lenders as well as by the Federal Government. The local data so collected 
would include such items as residential vacancies, sales of new and existing 
houses, unsold inventory of houses, builders’ plans, and similar items. 

6. Conversions, demolitions and disaster losses, a project to produce annual 
data, now virtually nonexistent, on the additions and losses to the housing supply 
by means other than new construction. Such statistics are needed in any com- 
prehensive study of the numerical sufficiency of our present housing stock and of 
the extent to which annual housing requirements are being met by net additions 
to our housing supply. 

7. Characteristics of residential alterations and repair, a study of dollar ex- 
penditures on various types of repairs, and on the type, age, and state of repair 
and plumbing facilities of the structures involved. Only fragmentary informa- 
tion of this type is now available. These data are needed by Government for a 
better understanding of the present and potential rate of home improvement in 
urban renewal and by manufacturers as a measure of potential market. 

8. Techniques for measurement of housing quality, a project to develop an 
improved and more sensitive method for measuring the qualify of housing in terms 
of its adequacy to provide proper shelter, aimed in part at developing a better 
measure of housing quality for use in the 1960 Census of Housing. Such a tech- 
nique is also needed in the more intensive local studies of the housing inventory 
by local urban renewal bodies in connection with the delineation of rehabilitation, 
conservation, and redevelopment areas in urban-renewal projects. 

In addition to these 8 well-defined projects, 3 broad areas in which specific 
projects will be developed have been identified: 

1. The operation of the mortgage market.—Exploratory work will be done to 
develop worthwhile study projects directed toward (a) incentives for pension trust 
funds to invest in mortgages; (b) improvement of the mortgage instrument itself 
to make it more attractive to investors and more useful to borrowers and removal 
to the extent possible of impediments to the free flow of funds across the State 
lines; and (c) analysis of changes in monetary policies as they affect the mortgage 
market. This type of study is needed to provide the factual basis for actions to 
encourage a more even and adequate flow of funds into the mortgage market. 

2. Urban renewal.—Much factual information is still needed to provide an 
understanding of the causes of neighborhood survival or deterioration as they 
have operated in the past. It is intended to study these problems carefully io 
develop those study projects which are most urgently needed to assist Federal and 
local policy decisions and which, at the same time, offer the greatest probability 
of practical results. 

3. Construction methods and cost.—Careful analysis is needed of the research 
which has already been done on construction methods and costs, an identification 
of the crucial problems of building technology which can be assisted by research, 
and then the development of specific project possibilities in the light of the 
capability of industry and the proper role of Government. 


91009—57 12 
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FEDERAL Fitoop INSURANCE PROGRAM 


Mr. Tuomas. Let us take a look at this new program of flood 
insurance. 

Commissioner Meistrell has a statement which we will put in the 
record at this point. 

(The statement referred to is as follows:) 


STATEMENT OF FRANK J. MEISTRELL, FEDERAL FLOOD INDEMNITY COMMISSIONER 


Mr. Chairman and members of the committee, I am pleased to have this oppor- 
tunity of presenting the request of the Federal Flood Indemnity Administration 
for a supplemental appropriation of $50 million. 

As you know, the Federal Flood Indemnity Administration, a constituent unit 
of the Housing and Home Finance Agency, is charged by the Housing Adminis- 
trator with the responsibility of administering the Federal Flood Insurance Act 
of 1956. This act provides for the establishment of three programs designed to 
protect people against flood losses—the first is a direct insurance program, the 
second a reinsurance program and the third is a loan contract program. 

We have reached the stage in the development of this new program where we 
are ready to enter into contracts with several thousand insurance carriers to act 
as fiduciary agents of the Government, and with national claims adjustment 
organizations for the settlement of losses under indemnity contracts. The appro- 
priation requested would be used for two purposes: first, to meet the contract 
expenses and to pay compensation to agents and brokers throughout the country 
who will receive applications for indemnity contracts and service them; and, 
secondly, to pay into the disaster insurance fund the amount of the Federal sub- 
sidy on indemnity contracts sold. 

Our budget justification is based upon the utilization of the $3 billion insurance 
authorization by the end of fiscal year 1958 at an average estimated rate for 
insurance of $3 per $100, before application of subsidy. This proposed program 
would produce $90 million income for the disaster insurance fund, of which the 
Federal subsidy payment is $36 million. The balance of $14 million in the $50 
million request is to cover estimated contract expenses with the insurance industry 
and allows $1.58 million for program contingencies. I wish to emphasize to the 
committee that no part of the funds requested can be used except as legal obliga- 
tions arise through these contractual arrangements and for subsidy payments. 
The appropriation is to remain available until expended. 

This appropriation request does not include any funds for operation of the 
reinsurance program or the loan contract program. The reinsurance program is 
being temporarily deferred pending the development of experience data under the 
direct insurance program. We have not requested funds at this time for the opera- 
tion of the loan contract program pending congressional action on the proposed 
repeal of this program. 

In view of the fact that this is a new Federal program, we have presented to 
your committee a rather detailed justification. If you have any questions, I 
would be very pleased to answer them. 


JUSTIFICATION DATA 


Mr. Tuomas. Mr. Reporter, will you insert pages C—1, C-2, C-3, 
C4, and C-5. Also, put in page C~7 and particularly the informa- 
tion on “Estimated rates” starting on C-8. 

(The material referred to follows:) 


APPROPRIATION LANGUAGE 
“Payment for Flood Indemnity Operations 


“For payment of compensation for services rendered by private organizations and 
persons pursuant to section 13 (a) of the Federal Flood Insurance Act of 1956 (70 
Stat. 1078), for services and facilities of the Federal Reserve banks and public agencies 
as authorized by section 13 (b) of said Act, and for payment into the disaster insurance 
fund in accordance with the provisions of section 7? (a) of said Act, $50,000,000, to 
remain available until expended.”’ 
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The proposed language would appropriate the sum of $50 million to remain 
available until expended for two major purposes, as follows: 

1. Reimbursement of private insurance organizations for their expenses in- 
curred under contract with the Government in carrying out the program. This 
is in accordance with the policy set forth in the statute that the services and 
facilities of the private insurance industry should be used to the maximum extent 
feasible in carrying out operations under the act. 

2. Payment into the disaster insurance fund of the Federal subsidy contribution. 
The statute provides for insurance to be sold at rates to the insured which will be 
not less than 60 percent of the estimated or actuarial rates, with the remainder 
to be contributed by the Federal Government. Under the statute, the Adminis- 
trator would have authority to borrow from the Treasury for this purpose and to 
seek an appropriation or note cancellation authority at a later date. However, 
it is considered more desirable from a policy standpoint to submit an estimate of 
subsidy contribution requirements and a request for appropriations in advance 
of need. 

INTRODUCTION 


The Federal Flood Indemnity Administration was established as a constituent 
of the Housing and Home Finance Ageney by order of the Administrator on 
September 28, 1956, to carry out the programs authorized by the Federal Flood 
Insurance Act of 1956. It is headed by a Commissioner, appointed by the 
Administrator 


Current sup ple mental estimaies 


An appropriation of $50 million, to remain available until expended, is requested 
at this time for subsidy contributions authorized by statute under the direet insur- 
ance program and for operating expenses under contract with private insurance 
organizations, 

The statute requires that all administrative expenses of the Federal Government 
be paid from appropriated funds. In this connection, the House report (H. Rept. 
No. 2746, 84th Cong.) states: ‘‘Administrative expenses will include amounts 
paid to private insurance agents and others who perform services under contract 
* * *”’ None of the funds made available by the requested appropriation would 
be used for the payment of salaries and expenses of Federal employees, 

The requested appropriation is proposed only for expenses in connection with 
the program of direct insurance. As is explained later in this justification, neither 
the reinsurance nor the loan contract programs authorized by the act are to be 
undertaken at this time. 

The development of the flood-indemnity program, under the $500,000 appro- 
priation made available for program planning by the Second Supplemental 
Appropriation Act, 1957, has now reached the point where it is necessary to enter 
into final contract negotiations with private insurance organizations which will 
carry out certain functions for the Government under the act. In order to com- 
plete these contracts, since they would involve the incurring of an obligation to 
pay for services rendered, an appropriation must be available. 

Summary of justification 


This justification for the $50 million appropriation now requested sets forth in 
as much detail as is now possible the major policies and organizational factors 
which will be involved in the direct insurance program. Inasmuch as this is the 
first time the Appropriations Committee has had an opportunity to review the 
program, the justification is presented in considerable detail. 

The succeeding sections discuss, in order: 

1. Program summary. 

2. Status of program development and work accomplished. 

3. Program estimates and justification. 


PROGRAM SUMMARY 


Flood indemnity is a new and experimental undertaking by the Federal Govern- 
ment. Insurance of this type has never heretofore been generally available 
through any public or private agency. This fact, together with an almost com- 
plete lack of credible data on exposure to flood damage, essential to ratemaking, 
has made program planning an extremeny difficult and lengthy task. 

The Federal Flood Insurance Act of 1956 (70 Stat. 1078) provides the basic 
legislative authority for indemnity protection. The act authorizes three programs 
designed to protect and aid potential flood victims, especially homeowners and 
small busin esses 
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Direct Government insurance 

The core of this program is direct Government insurance by which the Federal 
Flood Indemnity Administration protects up to prescribed amounts any person 
or corporation, including State and local governments and their agencies, against 
property losses caused by flood, when such protection is not otherwise availabl 
on reasonable terms from any public or private source. 

The term “‘flood”’ includes any flood, tidal wave, wave wash, or other abnormally 
high tidal water, deluge, or the water component of any hurricane or other sever 
storm, and surface landslide due to excess moisture. 

The instrument used to cover these risks is known as a Federal flood-indemnity 
contract. The Federal Government assumes all the financial risk. However, 
the contracts will be sold and serviced by the private insurance industry. 

The Federal Flood Indemnity Administration is authorized to underwrite a 
total of $3 billion of insurance, which amount can be increased by an additional 
$2. billion with the approval of the President. 

The act limits indemnity coverage to $250,000 per person or corporation, and 
$10,000 on dwellings and their contents. Both real and personal property can 
be covered, subject to deductibles of not less than $100, plus 5 percent of the 
remainder of the loss. 

The method of arriving at a schedule of rates is prescribed in the act. Briefly, 
the law states that the ‘‘estimated rates’? must be established in consideration of 
the risks involved, and be adequate to pay probable losses over a reasonable 
period of years. These ‘estimated rates” are not to include a loading for admin- 
istrative expenses. Such rates would be used as a basis for determining the fees 
to be paid by the insured. The rates may be subsidized up to 40 percent by the 
Federal Flood Indemnity Administration in order to achieve marketability of 
the insurance. After June 30, 1959, the subsidy contribution will be shared 
equally between the Federal Government and the State within which the property 
is located; no property may be insured after that date in States which do not 
agree to share the subsidy contribution. 

Claims for losses when proved and approved will be paid out of a disaster 
insurance fund made up of premium income and the Federal and, later, the Stat« 
subsidy payments, and Treasury borrowings, if needed. The act authorizes 
borrowings from the Secretary of the Treasury up to the amount of $500 million 
outstanding at any one time, uriless the President approves a greater amount. 
This borrowing authorization may be used to pay claims for loss in excess of the 
resources of the fund. 

To bring about a reduction in flood losses, the act prohibits the issuance of any 
insurance after July 1, 1958, in any geographical area unless an appropriate public 
body shall adopt and keep in effect such flood zoning restrictions, if any, as may 
be considered necessary in the judgment of the Federal Flood Indemnity Admin- 
istration to reduce, within practicable limits, damage from flood in such location 
The effect of this provision is to involve the governments of 48 States, the Ter- 
ritories, the possessions, and Puerto Rico and their political subdivisions, and the 
Federal Flood Indemnity Administration in a variety of legal and practical 
problems concerning which there is little or no usable experience available. 


Reinsurance 


The second program provides for reinsurance. The Federal Flood Indemnity 
Administration can accept part or all of the risks assumed by public or private 
insurers writing flood insurance, at fees determined with regard to the risks 
involved which shall be adequate to produce sufficient proceeds over a reasonable 
period of years to pay all losses. One of the objects of this reinsurance authority 
is to induce private insurance companies to issue policies covering the loss in excess 
of the statutory limits. 

The fees for reinsurance shall not include any loading for administrative expenses 
of the Federal Government. However, there is no subsidy of the rate in this 
program. The present estimates do not include any amounts for carrying out 
the reinsurance program. 


STATUS OF PROGRAM DEVELOPMENT, WORK ACCOMPLISHED 


The Federal flood indemnity program has been under continuous development 
under the $500,000 appropriation heretofore made available. Direct insurance, 
it is believed, can be offered to the public shortly after the requested appropriation 
is available. 

Advisory committees.—Pursuant to the statute, an advisory committee has been 
appointed to advise with respect to the formulation of policies and the execution 
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of functions under the act. This committee is composed of 15 representatives of 
insurance, agriculture, labor, small business and consumer groups. A list of the 
members is included in appendix A at the end of this justification. 

Likewise an advisory committee composed of insurance agents and brokers has 
been appointed to advise on problems of marketing the insurance. A list of the 
membership of this committee is included in appendix B. 

Insurance industry participation.—The fire and casualty segments of the insur- 
ance industry have traditionally regarded the insuring of fixed property against 
the hazards of floods as generally not feasible for private insurance companies to 
undertake. However, the nationwide services and facilities of the insurance in- 
dustry have been made available to the Federal Flood Indemnity Administration. 

Negotiations have been successfully concluded for a contract under which fire 
and casualty insurance companies will become fiduciary agents of the Government. 
Some 5,000 companies are said to be eligible to enter into this contract. As 
fiduciary agents, the insurance carriers will receive applications and premium 
payments, issue contracts, and perform other functions incident to the writing of 
insurance. These services and facilities, it is now agreed, will be available on a cost 
reimbursable basis without allowance for profit, expenses of executive management, 
or other expenses normally incident to the regular conduct of their business. 

Tentative agreement has been reached with the agents and brokers, of which 
there are approximately 150,000 located throughout the country, for the selling 
of flood indemnity contracts. These producers will be paid a reasonable com- 
pensation, the exact amount of which is still under negotiation. 

Agreement is ready to be concluded with claim adjustment organizations for 
handling all claims arising under the flood indemnity contracts anywhere in the 
country. All adjustment expenses will be made on a cost reimbursable basis 
without allowance for profit. 

All of the forms and regulations required to make the direct insurance program 
operative have been prepared and are undergoing, at this time, final revision. 
The required forms include the application form, the contract, underwriting regu- 
lations and procedures, rating schedules, claims adjustment procedures and regula- 
tions, and accounting and statistical rules and procedures. 


Estimated rates’ and fees 


A major effort has been made to develop “estimated rates’ and fees in con- 
formity with the statute which will insure a successful operation of the indemnity 
program. Accordingly, a tentative schedule of fees to be charged the applicant 
ranging from $1 to $12 per $100 of coverage has been projected. These fees are 
net, after the application of the Federal subsidy. They will be subject to further 
refinement and adjustment as additional studies and experience may indicate. 

The development of a rate structure which takes account of differences in 
exposure, reasonably assures financially sound operation and at the same time is 
simple and easy to administer is an extremely complicated task. Consideration 
of various methods of ratemaking resulted in the development of two specific 
rating systems. 

The first svstem, which is suggested by the private industry, would be applicable 
nationally and provides for average rates based on facts which are readily ascer- 
tainable and can easily be set forth in an application for insurance. These 
average rates will take into consideration, among other things, (1) the location 
of the property, whether over water (such as piers, wharves, and similar facilities) 
or not; (2) whether insurance is requested for the building only or for the building 
and its contents; (3) the situation of the contents within the building: (4) whether 
or not the insured desires to take advantage of the coinsurance provisions; and 
5) deductible amounts and percentages. 

The second rating system was suggested by an intergovernmental group or- 
ganized to consider the problem, including representatives of the United States 
Geological Survey, the Coast and Geodetic Survey, the Corps of Engineers, the 
Weather Bureau, and others. It looks toward the rating of properties on the 
basis of location (elevation and distance from flood source) and upon the proba- 
bility of a flood of a certain discharge at that site. The system would utilize the 
recorded history of hydrological conditions and the mathematical probability of 
recurrence of floods. Based upon these data it is proposed to develop contour 
maps which would indicate flood frequencies, magnitude and intensity, and thus 
arrive at a theoretical exposure factor for property within prescribed zones shown 
on the map. 

Both rating systems have been given intensive study to determine the ease of 
administration, preciseness and general appropriateness to the flood indemnity 
program. 








180 


The ultimate rating system under the act must provide for rates which will 
produce sufficient proceeds to pay all claims for losses over a reasonable period 
of years. It is apparent, however, that the necessarily lengthy study and re- 
search to determine the ultimate in rating systems would delay the start of the 
program. Accordingly, after considering all of the factors involved, it was de- 
cided to proceed on the assumption that relevant elements of the two systems of 
rating could be suecessfully combined, so that the ease of administration of the 
one and the careful attention to the exposure of the other will ultimately be in- 
corporated in the final plan. At the present time, it is proposed to adopt the 
general approach to a rate structure suggested by the private industry, but with 
some modifications likely to relate it more closely to exposure, and to modify 
that basic rating system as better loss experience, hydrological, and other relevant 
data are developed. 

Reinsurance 

Decision has been made to defer the reinsurance program until such time as 
sufficient experience has been gained under the direct insurance program to per- 
mit sound, efficient reinsurance operations. Accordingly, no funds are requested 
n the present supplemental appropriation for the reinsurance program. 

Loan contracts 


A recommendation will be submitted to the Congress to repeal the loan con- 
tract provisions of the act. 


INSURANCE Rates 


Mr. Tuomas. These rates are practically give-away prices. It will 
cost from $1 to $12 per $100. I have here $1.40 to $16.80 per $100. | 
compared that with an ordinary fire-insurance policy with a little 
storm insurance, and I believe even this must be 25 or 30 percent 
higher than those commercial policies. 


REPEAL OF LOAN CONTRACT PROVISION 


Mr. Tuomas. It is important to note that a recommendation will be 
submitted to the Congress to repeal the loan contract provisions of the 
act. 

Mr. Cour. We have sent that up to the Congress. 

Mr. Tuomas. Let us put in page C-—11, the table which shows the 
breakdown of the $50 million. You have a cost of $180 per $10,000; 
is that correct? 

Mr. Reporter, put in page C—12. 

(Page C-12 is as follows:) 


PROGRAM ESTIMATES 


The salient features of the estimates detailed in the following section are as 
follows: 


Volume of insurance written 2k $3, 000, OOO, OOO 
Average estimated rate for insurance_____- “a (2) 
Average fee for insurance (7) 
Estimated fee income 54, 000, 000 
Federal subsidy contributions 36, 000, 000 
Total income of insurance fund 90, 000, BOO 
Estimated average annual loss : 90, 000, 000 


1 $3 per $100. 
2 $1.80 per $100 
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Summary of appropriation: 
For Federal subsidy contribution $36, 000, 000 
For normal operating expenses 
Reimbursement of fiduciary agents’ out-of-pocket 


costs _- 2. 160, VOU 

Compensation paid insurance agents and brokers t, 860, OOO 
Claim settlement expenses in connection with average 

annual loss 5, 400, 000 

For program contingencies 1, 580, OOO 

Total appropriation 50, 000, 000 


VOLUME OF INSURANCE 


As indicated above, the statute authorizes a maximum face amount of insur- 
ance outstanding and in force at any one time of $3 billion, plus $2 billion avail- 
able at the President’s discretion. The estimates contained herein are based 
upon utilization of the $3 billion authorization by the end of fiscal year 1958. 

It is believed to be only prudent to provide for an appropriation in an amount 
sufficient to permit the program to attain the $3 billion level of operation, In 
the first place, there is no experience record of any sort upon which to base a judg- 
ment as to the salability of flood insurance, since this kind of insurance has never 
heretofore been generally available. Moreover, there are no accepted estimates 
of the total value of properties in the United States which are subject to flood 
and flood loss; certainly there are no estimates as to the value of those properties 
which might be subject to insurance under the provisions of the act and the pro- 
posed rules and regulations. 

In the informed judgment of representatives of the private insurance industry 
we have consulted, the budget program estimated herein is possible of achieve- 
ment within a fiscal year. 

BASIS FOR ESTIMATES 


For simplicity, the estimates presented in this justification are developed on 
the basis of an average rate for insurance, although it is probable that there will 
be a fairly broad range of specific rates. The average rate which is used is $3 
per $100 of indemnity coverage. This average rate employed in the estimates 
has been selected on the expectation that insurance will be sold primarily cover- 
ing those situations where the lower rates will prevail—although no specific esti- 
mate of the distribution of probable sales among the several categories is possible 
until after substantial actual experience is developed. The rates which are to be 
employed are the ‘‘estimated rates’’ as defined in the statute. They are pure- 
risk premiums without loading for administrative expenses, overhead, or profit. 
These rates are expected to be adequate to produce sufficient income to the in- 
surance fund to cover the average annual volume of losses as estimated over : 
reasonable period of years, 


Mr. Tuomas. I have this underscored: 
In the “informed” judgment 


and I have quotation marks around the word “informed,” and con- 
tinuing 

in the “informed” judgment of representatives of the private insurance industry 
we have consulted, the budget program estimated herein is possible of achieve- 
ment within a fiscal year. 

1 have made this note. How in the world is anybody going to 
have any informed judgment about this program when everything is 
predicated on guess, and one guess is predicated upon the preceding 
guess? 

Mr. Cote. Mr. Chairman, I think vour question is very appropri- 
ate. I would like to have Mr. Meistrell comment on it, if you would 
like. 

Mr. Tuomas. Mr. Administrator, this is perhaps the most interest- 
ing reading I have seen in many a day or year, and that has been 
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many pages of reading. I got hold of it and I couldn’t turn it loose. 
I wore out one pencil underlining most of it. 


ROLE OF INSURANCE AGENTS AND BROKERS 


On page C-15, will you put the first 2 or 3 paragraphs in the record 
under ‘‘Insurance agents and brokers’’? 
(Page C-15 is as follows:) 


Insurance agents and brokers.—The existing nationwide force of approximately 
150,000 insurance agents and brokers will be available to handle the sale and 
marketing of indemnity contracts. No specific contracts for their services will 
be entered into with individual agents and brokers. Complete information and 
forms will be furnished to each agent, and the agents will operate through the 
insurance companies with whom they normally have their business connections. 

The insurance agents and brokers will receive and respond to inquiries from the 
public, provide information on the type of coverage available and the cost, assist 
in the preparation of applications for insurance, determine and collect the fee 
payable for the desired coverage on the basis of the program’s rules and regula- 
tions, and forward the application, supporting papers, and fees to a participating 
fiduciary agent. As policies are issued by the fiduciary agent, the agent will 
transmit the policy to be insured. As claims arise, the agent will provide the 
first point of contact for the holder of the policy. Renewals of contracts, changes 
of coverage, assignment of insurance, and similar matters will be initially handled 
by the insurance agent or broker. 

As stated previously, negotiations with the national representatives of insurance 
agents and brokers are currently in process. Cost studies are available which 
provide some basis for estimating the rate of commission which would be properly 
allowable for the function of marketing flood insurance. Final decisions upon 
the rate of commission are expected shortly. The estimate for aggregate com- 
missions of $4,860,000 incorporated herein is believed to be reasonable. 


ROLE OF INSURANCE COMPANIES 


Mr. Tuomas. You had better put the last half of page C-14 in, 
dealing with the insurance companies, what their duties are. 
(Page C-—14 is as follows:) 


Insurance companies.—In addition to the extensive recommendations which 
have been forthcoming from the insurance industry with respect to almost all 
the problems faced by this new program, the national associations of insurance 
companies have extended the use of their nationwide facilities in actual program 
operations. 

It is anticipated that fiduciary-agent agreements will be entered into with 
a substantial number of insurance companies—perhaps as many as 2,500 out of 
the estimated 5,000 companies which will be invited to participate and are author- 
ized by the States to engage in the fire and casualty insurance business. Under 
the terms of these agreements, the companies will undertake to: 

1. Receive applications for flood-indemnity contracts as they are forwarded 
by the insurance agents and brokers to their respective companies. 

2. Collect the fees prescribed for the type of indemnity protection called for 
by the application in accordance with the schedule of fees. 

3. Issue the indemnity contracts in the name of the Federal Government in 
conformity with the rules and regulations established under the act. 

4. Deposit the fees collected in a special bank account for the use of the Federal 
Flood Indemnity Administration. 

5. Maintain such accounts and records as may be prescribed by regulations; 
render financial and statistical reports as required; and preserve all books and 
other records for the Government separate from the company’s own records. 

6. Notify the Government promptly of any claim for loss received under any 
indemnity contract; review such claims and certify the proposed settlement. 

The agreement specifically calls for reimbursement by the Federal Government 
only of the actual out-of-pocket expenses incurred by the companies, without 
allowance for expenses of executive management, profit, or other expenses normally 
incident to the regular conduct of their business. 
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The Federal Government will, of course, supervise the activities of the partici- 
pating insurance companies under the fiduciary -agent agreement to make sure 
that the Federal interest is fully protected. The charges for services rendered 
will be subject to audit by the Federal Government to insure that only proper 
expenses are included. 

Such studies of the usual costs of private insurance companies as have been 
available indicate that the cost may average about 4 percent of the fees collected. 
In the judgment of certain representatives of the insurance companies, the larger 
companies may be able to make considerable savings on this factor in proportion 
to their efficiency. However, since both large and small companies will be afforded 
equal opportunity to participate in the fiduciary-agent agreements, the more 
conservative 4-percent factor is used in these estimates. It is estimated that 
$2,160,000 will be required in connection with the carriers’ expenses in writing 
and processing $3 billion of insurance at an average rate of $3 per $100 (an average 
fee of $1.80 per $100, after subsidy). 

Mr. Tuomas. It says that the insurance companies will receive 
applications, collect the fees, issue the indemnity contracts, deposit 
the fees collected, maintain the accounts and records and notify the 
Government promptly of any claim for loss received under any 
indemnity contract; review such claims and certify the proposed 
settlement. [Reading:] 

The agreement specifically calls for reimbursement by the Federal Government 
only of the actual out-of-pocket expenses incurred by the companies, without 
allowance for expenses of executive management, profit, or other expenses normally 
incident to the regular conduct of their business. 

The Federal Government will, of course, supervise the activities of the partici- 
pating insurance companies under the fiduciary agent agreement to make sure 
that the Federal interest is fully protected. The charges for services rendered 
will be subject to audit by the Federal to insure that only proper expenses are 
included. 

Now that cost by the msurance agents and that cost of overhead 
by the Government are two separate ‘and spec ific items. Neither one 
is loaded in the cost of the premium, are they‘ 

Mr. Core. That is correct. 


RATIO OF ADMINISTRATIVE COST TO PREMIUMS 


Mr. THomas. What percentage, if you want to put it on a percent- 
age basis, compared with the premium, will the administrative cost 
amount to? You have had $500,000 appropriated to the Agency to 
start this program. You take the administrative cost of the Govern- 
ment, plus the administrative cost of the insurance companies, plus 
the administrative costs of the insurance agents and I remember that 
figure as being something like 5 or 10 percent of the premium cost for 
the seller. What was that figure? 

Mr. Meistretu. For the agents and brokers? 

Mr. Toomas. Yes. 

Mr. Meitstrety. Roughly about 9 percent. 

Mr. Tomas. What will the administrative costs figure up to? 
What part of the total premium will that be? Say that a premium 
was $1. 

Mr. Merisrrevy. It will be roughly 20 percent paid to the industry 
for production of the business—the issuing and servicing of the policies 
by the carriers—and for loss adjustment. 

Mr. THomas. What about the seller? Break the 20 cents down 
between the seller and the companies. 

Mr. MetstretL. Approximately 9 cents. 

Mr. Tuomas. Nine cents against eleven? 
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Mr. Metstrevu. Against 10 cents. Approximately 4 cents to the 
carrier and 6 cents to the claim adjustment expense. 

Mr. Tuomas. What part will the Government administration cost 
be? How many cents on the dollar? 

Mr. Metstretu. We would pay the total on that. 

Mr. THomas. You have to have administrative and supervision 
costs to the Government. In addition to that, what will that be? 

Mr. Frantz. We haven’t estimated it quite in that form. 

Mr. Tuomas. Just give a horseback judgment. What is it? Is it 
1 cent, 2 cents, 3 cents? 

Mr. Frantz. Three cents, say. 

Mr. Tuomas. That is over and above that $1 premium, isn’t it? 

Mr. Frantz. That is correct. 

Mr. Tuomas. Then it is 40 cents subsidy. So it is $1.40. Itis $1 
plus 40 cents subsidy, plus some 20 to 23 cents administrative costs of 
putting the business on the books, servicing it, the insurance salesman 
and brokers and then the administrative supervision cost by the Office 
of the Administrator, and it will amount to $1.61, $1.62, or $1.63. 


APPROPRIATION LANGUAGE 


Now go on and explain this to us. We have this very interesting 
reading material in the record. Let us start in right here on the appro- 
priation language, which says that it is— 

For payment of compensation for services rendered by private organizations and 
persons pursuant to section 13 (a). 
This is the appropriation language. What does that first clause mean? 

Mr. Metstrevy. Under the statute, Mr. Chairman, it provides that 
the Administration shall use the services and facilities of the private 
insurance industry to the maximum extent practicable. ‘That is the 
statutory language. 

Mr. Tuomas. Is this an administrative cost or is this separate and 
in addition to the fund itself? 

Mr. Metstretu. This is administrative cost. 

Mr. Tuomas. It is no part of the fund itself? 

Mr. Metstretu. That is right. 

Mr. THomas. Then it goes on to say: 

Of the Federal Flood Insurance Act of 1956 (70 Stat. 1078), for services and 
facilities of the Federal Reserve banks and public agencies as authorized by sec- 
tion 13 (b) of said Act— 

What does that mean? 

Mr. Metsrrevi. The statute provided that we might use the serv- 
ices and facilities of the Federal Reserve bank in handling our fiscal 

Mr. Tuomas. That is an administrative cost too and not any part 
of the fund? 

Mr. Meisrrevr. That is correct. 

Mr. Tuomas. What is the third part? 

Mr. Metsrreiyi. The third part is the subsidy payment into the 
disaster funds of the 40 percent subsidy of the premium. 

Mr. THomas. Go ahead, Mr. Administrator. 

Mr. Coie. I think that answered the question. 
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INITIAL APPROPRIATION FOR PLANNING 


Mr. Tuomas. Go ahead and tell us how you will operate. You 
have $500,000 for vour administrative costs. How much of the 
$500,000 have you used and how much do you think you will use for 
the remainder of the vear? 

Mr. Frantz. We have actually used around $ $175,000. 

Mr. Tuomas. How do you break that down? Is that just for your 
own shop and have you made any commitments under clause 13 (a) 
or clause 13 (b)? 

Mr. Frantz. No. That is for the staff and expenses of the FFIA. 
We estimate we will use for that kind of direct expense for the balance 
of the year on the order of $350,000 to $375,000. The balance we 
think will be not quite sufficient to cover initial printing costs of 
applications and fiduciary agent agreements forms and so on, so we 
believe it will all be used. 


PURPOSES OF SUPPLEMENTAL APPROPRIATION. 


Mr. Tuomas. I will read this language which appears on C-1 
which says: 

The proposed language would appropriate the sum of $50 million to be made 
available until expended for two major purposes. 

How much will you spend with those people? And then the second 
part is for payment into the disaster insurance fund, and 40 percent 
is to be contributed by the Government. 

However, it is considered more desirable from a policy standpoint to submit 
an estimate of subsidy contribution requirements and a request for appropria- 
tions in advance of need. 

And that is what you are doing here? 

Mr. Frantz. That is correct. 

Mr. Tuomas. Go ahead, Mr. Administrator. How much do you 
think you are going to need for your personal services for this insur- 
ance organization? \ 

Now let me read this statement on page C—2 which says: 

The statute requires that all administrative expenses of the Federal Govern- 
ment be paid from appropriated funds. 

That is the $500,000 appropriated to you last year; isn’t that right? 

Mr. Franrz. No. That is all the funds that have been appro- 
priated so far 

Mr. Tuomas. No other funds have been appropriated to pay the 
administrative expense of fiduciary agents or any other Government 
agencies? 

Mr. Muristreu. That is correct. 

Mr. Franrz. That is correct. 

Mr. THom,s. And we are going to have to make those appropria- 
tions? 

Mr. Franvz. Yes, sit 

Mr. THomas. Can you make a horseback guess of how much it will 
be for those two? 

Mr. Muisrreiu. We have it on page C-11. 

Mr. THomas. That is in the record, but let us read it right here 
anvhow. This is vour table. You have some good reading material 








186 


on it where you list the number of companies. Whereabouts is that 
“Insurance Industry Participation?” Is it on page C-7? 

Mr. Metstrewx. That is correct. 

Mr. Tuomas. Then on that same page, a little higher up you say 
under “Advisory Committees’’ the following: 

Pursuant to the statute, an advisory committee has been appointed to advise 
with respect to the formulation of policies and the execution of functions under 
the act. This Committee is composed of 15 representatives of insurance, agricul- 
ture, labor, smal] business, and consumer groups. 

The fire and casualty companies have traditionally regarded this as 
taboo. 

Mr. Mersrreuy. That is correct. 


INSURANCE INDUSTRY COOPERATION 


Mr. Tuomas. However, the nationwide services and facilities of the 
insurance industry have been made available and are going to cooper- 
ate. You have some 5,000 companies which are said to be eligible to 
enter this contract. [Reading:] 

As ‘fiduciary agents, the insurance carriers will receive applications and pre- 
mium payments, issue contracts, and perform other functions incident to the 
writing of insurance. These services and faciiities, it is now agreed, will be avail- 
able on a cost reimbursable basis without allowance for profit, expenses of execu- 
tive management, or other expenses-normally incident to the regular conduct of 
their business. 

That is pretty nice of the industry to cooperate with vou. 

Mr. Coxe. It has really been very encouraging, Mr. Chairman, the 
attitude. 

Mr. THomas. But that reimbursable figure may be a little high, 
gentlemen. 

Mr. Coxe. It is a matter of judgment again. 

Mr. Tuomas. You can’t expect them to lose money on it. 

Mr. Coie. No, you can’t expect them to lose money. 


REIMBURSEMENT OF INSURANCE CARRIERS 


Mr. Meristretu. We have agreed on the items of expense that are 
reimbursable. 

Mr. Tuomas. What are they? 

Mr. Metsrrety.. We have quite a list of things that we will allow 
them, but I think this summarizes them: they do not want to make 
any profit and they want no expenses of executive management or 
other expenses normally incident to their business and if they have 
to hire additional help 

Mr. THomas. They are going to have to do that. 

Mr. Mertstrreii. Yes; and such other expenses that would not 
ordinarily be incurred in the operation of their own business. 

Mr. THomas. Go on and discuss this a little bit more with us. 

Mr. Meisrrevu. We estimated for the purposes of the budget that 
it would run roughly 4 percent of the fee—not the total premium, 
but the fee—and that gives us $2,160,000 as reimbursable expenses 
to the carrier. And we base that on their own estimates of their 
expenses. 

Mr. Txomas. On what volume of business? 

Mr. Mertsrreiy. On a total of $3 billion of insurance in force. 
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Mr. Tuomas. At one time, plus $2 billion if the President so 
authorizes it? 
Mr. Meristrewu. Yes, sir. 
Mr. Tuomas. That is $5 billion. 
Mr. Meistreu. That is right, but our estimates are based on $3 
billion. 
TREASURY BORROWING AUTHORIZATION 


Mr. Tuomas. There is a $500 million figure for something. What 
is that about? 

Mr. Frantz. That is a borrowing authorization. 

Mr. Mrisrrevu. For taking care of losses, borrowing. 

Mr. THomas. At one time? 

Mr. Franrz. It is subject to increase by the President. 

Mr. Tuomas. For how much? 

Mr. Franrz. I don’t think there is a specific limiting figure. 

Mr. THomas. You mean it is open end? 

Mr. Franvz. I believe so. 

Mr. Tuomas. The sky is the limit? 

Mr. Franvz. I believe the theory of that language, Mr. Chairman, 
is to be sure that it would always be possible to cover outstanding 
valid claims. 

ORIGIN OF FLOOD INSURANCE ACT 


Mr. THomas. Who wrote this original act? Which committee? 

Mr. Coin. Banking and Currency. 

Mr. THomas. Of the House or the Senate? I knew it came out of 
the Banking and Currency Committee. 

Mr. Cots. It was introduced simultaneously. 

Mr. Tuomas. You all collaborated in working this out? 

Mr. Coxe. First you understand that the President announced 
that such a program seemed indicated. The agencies collaborated, 
and Senator Bush of Connecticut and Senator Lehman of New York 
worked on it. On the House side Congressman Dodd of Connecticut 
introduced it. Now you may know some of the others, Mr. Meistrell. 

Mr. Meistreuu. In the House Congressman Spence was chairman, 
and quite active in it. 

Mr. Tuomas. Was this bill prepared at the White House and sent 
over? 

Mr. Coie. The administration bill was prepared largely through 
the efforts of Mr. Meistrell, who was the man who carried the bill 
through in the drafting stage and testified in support of it. 


BACKGROUND OF FEDERAL FLOOD INDEMNITY COMMISSIONER 


Mr. Tuomas. What is your background and experience, Mr. 
Meistrell? 

Mr. MetstTrewu. | am a lawyer by training and practiced in New 
York for a number of years and was also counsel for one of the large 
casualty companies and was also on a commission in New York 
which investigated insurance companies, at the request of the 
Governor. 

Mr. Tuomas. Your experience and background is that of an 
insurance lawyer? 

Mr. Metstre.u. Yes, to a considerable extent. 
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Mr. THomas. Quite a nice business to be in. How long have you 
been with the Government? 

Mr. Metsrrewu. A little over 2 years. 

Mr. Tuomas. We are lucky to have you. Welcome aboard. Go 
ahead now and give us some of the highlights of this. I don’t want to 
read the highlights all over. 


REASONS FOR INDUSTRY PARTICIPATION 


Mr. Jonas. Will you explain to me what causes the insurance 
companies to become so altruistic? I did not believe them to be 
charitable institutions. What do they get out of this? 

Mr. Metstre.u. The statute provides that this is to be an experi- 
mental program and there is a 5-year period under the statute. The 
attitude of the industry traditionally has been that this is not the 
type of coverage that lends itself to private industry operations. 
However, there is no way of knowing whether they are right in that 
judgment or not. 

Secondly, it was thought that if the Government would undertake 
this experiment it might resolve the question as to whether or not it 
was the type of thing that would lend itself to private insurance opera- 
tions. I think that they are motivated by a desire to cooperate with 
the hope that within this period of time they might very well have it 
demonstrated that it is the sort of thing that private industry could 
undertake. And this pattern follows generally the pattern of war 
damage. As you know, Congressman Jonas, they cooperated fully 
in the war damage insurance program and I think they are sincere 
in their offer to cooperate in this. 

They have two reasons for not wanting to make money out of it, 
other than their actual costs. I think the first is that they have a tax 
problem which they would rather not become involved in. If the 
money we pay to them is taxable income that raises a number of 
problems with the Internal Revenue, and they have been very ada- 
mant that we work out an arrangement whereby there is no profit. 
Then I think they are motivated by a desire to be of assistance to 
the Government with the ultimate hope that perhaps this business 
can lend itself to private industry. 

Mr. Jonas. I thought it would be done so that they might have 
closer contact with the people who might buy other insurance? 

Mr. Metsrreuu. That is correct too. The agents look at it from 
that standpoint. 


SUMMARY OF INDEMNITY PROGRAM PROVISIONS 


Mr. Tuomas. In the first place the amount of insurance outstand- 
ing at any one time can be $3 billion, plus $2 billion more if the 
President sees fit. 

Mr. Metsrrevy. That is correct. 

Mr. Tuomas. As far as the financing is concerned, you have Treas- 
ury authorization to go to the Treasury for $500 million outstanding 
at one time to pay losses. 

Mr. Metstreuu. That is to pay losses, ves. 

Mr. Tuomas. The administrative expense is not loaded in the 
premium? 

Mr. Merisrrevu. That is correct. 





| 
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Mr. Tuomas. It has to be appropriated for over and above and in 
addition to the $500 million? 

Mr. Metstrevu. That is correct. 

Mr. THomas. It is contemplated that 40 percent of the cost of the 
premium, and incidentally all of the administrative costs, will be 
borne by the taxpayers. Is that correct? 

Mr. Metsrretu. That is correct. 

Mr. Tuomas. And after 1 year—what is that date? Is it January/1 
of 1958? 

Mr. Metsrre.w. I think it is June of 1958. 

Mr. Tuomas. No locality can participate unless it is agreed by the 
State in which it is located to share in the subsidy? 

Mr. Metstreuy. No; that is June of 1959. 

Mr. Tuomas. 1959. Unless it is agreed that one-half of that cost 
will be borne by the State. What is the other limitation? 

Mr. MeIstTReLu. Zoning. 

Mr. Tuomas. That is 1958. If an area is not zoned properly, and 
that is to be a determination by the Office of the Administrator, no 
insurance will be issued, is that correct? 

Mr. MetstTretu. Substantially so. 


ESTIMATED RATES 


Mr. Tuomas. What about the item of cost? What will the cost of 
the premium be? 

Mr. Metstrevu. We have estimated an average of—— 

Mr. Tuomas. From $1 to $12 per $100 of insurance? 

Mr. MEISTRELL. Yes, sir. 


RELATIONSHIP OF RATES TO ORDINARY INSURANCE RATES 


Mr. Tuomas. On a relative basis to ordinary fire insurance on 
property, how much higher would you say this is than ordinary 
insurance? Would it be 10 percent, 15 percent, 20 percent? 

Mr. Weaver. Al least three times. 

Mr. Tuomas. Well, then, that 300 percent does not include the 
administrative cost which must be borne by the Government in a 
separate appropriation, nor the 40 percent, is that correct? 

Mr. Metsrreuu. That is correct. 

Mr. Tuomas. So it must be 400 percent or 500 percent higher? 

Mr. Weaver. Of course with respect to that you have broad 
averages. 

Mr. Tuomas. I am not arguing whether it is right or wrong. What 
is the percentage? 

Mr. Weaver. Three and one-half. 

Mr. Tuomas. Three hundred and fifty percent. 

Mr. Weaver. Yes. 

Mr. Tuomas. Are there any other pertinent facts in here that we 
have not put in the record concerning the supplemental? 

Mr. Meisrreu. I don’t think of any. 

Mr. Tuomas. Gentlemen, do you have any questions? 

Mr. Vurseuyi. Mr. Chairman, may we be off the record? 

Mr. Tuomas. Yes. 

(Discussion off the record.) 

Mr. Vurseuii. Thank you, Mr. Chairman. 
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EXTENT OF DEMAND FOR PROGRAM 


Mr. THomas. Do you have very much demand for this program 
throughout the country since it has been whipped into law and put on 
the books? 

Mr. Cour. Yes, we see a tremendous demand in the country for it. 

Mr. Tuomas. Where is it coming from mainly? 

Mr. Cor. From all parts of the country. 

Mr. Tuomas. I live in a hurricane area which is down around the 
gulf coast. Do you find much demand from there? 

Mr. Cote. I would like to have Mr. Meistrell answer that. 

Mr. Meistreiu. We have had a good deal of inquiry frem all over 
the country. 

Mr. Tuomas. Is it mainly in the coastal areas or the interior where 
you get flash floods? 

Mr. Metstrett. We have had it both in the coastal area and 
inland and, as you know, these floods happen in different parts of the 
country. They are rather unpredictable. 


DEFINITION OF ‘“‘FLOOD’’ 


Mr. Tuomas. And the word ‘flood’? which vou set out in the record 
is pretty broad and pretty liberal. If anybody suffers any water 
damage it could more or less be called the result of flood, couldn’t it? 

Mr. MerrtsTreLL. Yes. 

Mr. Tuomas. If a big water main were to break on one of the cits 
streeis and get into my front yard and get under the foundation of 
my house, would that be a flood under the terms of this act? 

Mr. Muistreuui. No, that would be excluded. 


ORIGIN OF FLOOD INSURANCE LEGISLATION 


Mr. Vurse.u. I presume this legislation came into being as a 
result of the hurricanes that did great damage to the eastern coast 
and the northeastern part of the United States. Is that correct? 

Mr. Coxe. Mr. Vursell, that was the force which finally got to- 
gether the interest of many other people. Personally, having had 
some experience with floods out in Kansas, | felt that this sort of 
thing was necessary a long time ago. I think you will find, Mr. 
Vursell, that people in an area which has suffered floods and had the 
frustration of their inability to purchase insurance, that people who 
have experienced that are tremendously interested in this program. 
But your assumption is correct. It came about following the great 
New England floods of 1955. 

Mr. Meistrevi. And in California that followed shortly thereafter. 

Mr. Cote. That is right. 

Mr. Vurse.u. I believe two of the sponsors of it were Senator 
Lehman of New York and Senator Bush of Connecticut. 

Mr. Meistrevi. That is correct. 


RELATIONSHIP OF PROGRAM TO DISASTER RELIEF 


Mr. Vursecu. In addition to this, will we continue disaster loans 
and disaster relief work as we have been doing? Is that anticipated? 
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Mr. Coxe. It will not eliminate disaster loans which the Small 
Business Administration has authority to make, nor do I believe that 
it will eliminate other disaster actions taken by the Government and 
the Red Cross. 

However, if successful, Mr. Vursell, this I think is a real opportunity 
to let the people help themselves to protect themselves from loss and 
therefore we would hope and we think that there is definite hope that 
it would alleviate the need for direct disaster grants to assist the people 
who suffer these great catastrophes. 

Mr. Vurseiy. Of course the people always like to have help in 
times of emergency, and we are not exactly opposed to it if the emer- 
gency is great. I realize that this is new legislation. 

Mr. Cour. It is new and experimental. 

Mr. Vursevt. And experimental, and it will probably be rather 
difficult to arrive at the total cost for any one vear. 


ADMINISTRATIVE COST TO GOVERNMENT 


Would you state again for the record wha t it will cost the Govern- 
ment for administration for the first year? 

Mr. Cots. Yes. I expect that the Budget Officer can answer that. 

Mr. Frantz. For the fiscal vear 1957, the current vear, Mr. Vursell? 

Mr. Vursuuy. Yes. 

Mr. Franrz. We expect the existing appropriation of $500,000 for 
initial organization and planning to be sufficient. We do not yet have 
a final estimate of what the Federal administrative costs will be in 
fiscal year 1958. The budget includes a supplemental forecast of $4 
million for that purpose, but frankly, and I think Mr. Meistrell will 
agree with me, that was pretty much a crystal ball figure at the time 
it had to be made. Within the next few weeks we will develop a 
careful estimate of the administrative cost for next year which prob- 
ably will be somewhat less than that figure, but I cannot be more 
exact than that this morning. 

Mr. Vursety. More importantly, can you project the possible cost 


per year to the Federal Government in addition to the administrative 
cost of the program? 


RELATIONSHIP OF INCOME TO LOSSES 


Mr. Coie. If you are asking the question whether or not the insur- 
ance premiums will be sufficient to pay the losses— that is part of your 
question, is it not? 

Mr. Vurseti. Yes. Naturally, it will go into that. 

Mr. Core. I think Mr. Meistrell has a comment on that. 

Mr. Meisrreuy. If our estimates are accurate, we would hope to 
obtain sufficient premium income from both the fee paid by the insured 
and the subsidy payment from the Government to equal our average 
annual estimated losses, based on the $3 billion capacity. 

Mr. Vurseuu. Could you break that down? 

Mr. Meistrevu. Our total estimate is $90 million, Mr. Chairman, 
for the expense of the private industry to operate the program and for 
the subsidy payments and what additional above the $90 million will 
be for operating administrative expenses of the agencies in operating 
the program. 


91009—57——_138 
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Mr. Vursgeiu. That is what I am trying to get at. Suppose we go 
into business now on a cooperative program which is rather loosely 
jointed and covers the earth, really, as far as our part of it is con- 
cerned, and if you have an administrative expense of $5 million, if I 
understand correctly, you feel, if you had a right good year’s business 
in the next fiscal year or the next fiscal year or the next fiscal year, 


that the Government subsidy would be about how mi ny million dollars 
on a pretty good year? 

Mr. Meistrett. Are you assuming—— 

Mr. Vursevu. A business year? 

Mr. Metsrretu. On a normal business year, on the assumption 
that our estimated losses are accurate, it would cost the Government 
$90 million. 

Mr. Vursetu. Subsidy? 

Mr. Merisrrett. No. Total expenses to the industry, and the 
subsidy plus the administrative expenses of the agents. 

Mr. Tuomas. How do you arrive at the figure of $90 million? 
How much business will you write? 

Mr. MEIsTRELL. I am SOrry it is $50 million there instead of 
$90 million. 

Mr. Vurseuu. Let me get that again. 

Mr. Metsrrevtyu. On a volume of $3 billion insurance m force, we 
would estimate that the average annual losses would be $90 million. 


BASIS OF ESTIMATING AVERAGE NNUAL LOSS 


Mr. Tuomas. How do you arrive at that figure? 

Mr. Mertsrretyi. How did we arrive at that figure? Well, Mr. 
Chairman, we took the figures of average annual losses nationwide 
over a period of some 50 vears, and after arriving at that figure we 
made adjustments for the insurance that we assumed would not be 
sold, and we divided that figure by 50 percent on the assumption that 
only 50 percent of these exposure areas would be potential buyers and 
we adjusted that figure to take out of it those whom we would not 
insure in the way of exclusions in the policies, the deductibles in the 
policy, the maximum liability we can assume under the policy, the 
application of coinsurance, and got the figure down to what we believe 
to be about $90 million average annual losses on those assumptions. 

In order to generate sufficient premium inceme to establish a $90 
million loss reserve, we applied the 40-percent Federal subsidy, which 
would be $36 million, and the balance would be collected from the 
purchasers. 

In addition, we estimated what the costs would be to the industry 
who were going to handle the business for us and that made up another 
$14 million. We would have subsidies of $36 million and $14 million, 
roughly, as expenses of the industry, which is $50 million. And then 
we have $54 million being paid by policyholders as premiums. Total 
expenses for the program, exclusive of our operating expenses in the 
agency, would be $50 million. 

Mr. Tuomas. That figure of $50 million as losses or $90 million 
losses is on $3 billion worth of business. 

Mr. Cote. Mr. Chairman, it could be much less in a given year 
and could be muc h more in a given year. 

Mr. Tuomas. The State of North Carolina claimed more than that 
out of 1 flood, and they had 3 of them. 
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Mr. Cote. That is very true. But the question is how many of 
those people would be covered and how often that comes in a year. 

Mr. Tuomas. If you are going to do $3 billion worth of business, 
a lot of them will be covered. 


SPREAD OF RISK BY AREA SYSTEM 


Mr. Cote. Mr. Meistrell is limiting the amount of coverage by 
area. 

Mr. Merstretu. Our policy will have a maximum of $10,000 per 
dwelling and contents, and $250,000 to corporations. Secondly, we 
are proposing to take the $3 billion capacity and divide it nationwide 
into established river basins, on the assumption that any one loss will 
not be serious enough to wipe out our entire reserves. We would 
spread the risk, and, while there may be a flood condition in one part 
of the country, it isn’t going to happen in the entire country at one 
time, nor will we have maximum losses on all policies. 

Mr. Vursexx. I think that is a very good idea of spreading the 
risk, so to speak, over a wide territory. 

There is another question I would like to ask, and I feel quite sure 
you have _s consideration to it, with reference to = formula, 
basing it on losses for 50 years. The question I had in mind was 
that up to athe last 20 years vour losses might have been ianaer: yet 
at the same time your dollars were worth 100 cents. Now, with so 
many more buildings, so much greater destruction in money values, 
in 1957 values, which we will always have with us if we are fortunate 
to keep it from going lower, it might get your base of computation 
into a position that your losses could be 2 or 3 times as much as they 
are. 

Mr. Meisrretu. We attempted to adjust these figures for the 
increased cost of repair and rehabilitation. In other words, we did 
what you have indicated. 

Mr. VurseE tu. I figured that you must have, because I know you 
people go into those things quite thoroughly and I think you are 
quite competent. 


RECENT FLOOD LOSSES ON EASTERN SEABOARD 


Mr. Jonas. What were the total flood losses in this last big flood 

New England and on the eastern seaboard. 

Mr. Meistretu. | do not have those figures. 

Mr. Jonas. Those are the figures you used? 

Mr. Tuomas. Where do you get records on flood losses for 50 years? 
I don’t know anybody in this Government who has accurate informa- 
tion on that. 

Mr. Metstre.yi. Completely creditable estimates on flood damages 
over the years have not been available. The Army engineers have 
maintained statistics. The Geological Survey pe ople have main- 
tained statistics and the insurance companies have certain statistics. 

Mr. Jonas. What were the figures you used for that year? 

Mr. Metsrreuu. For 1955? 

Mr. Jonas. Yes. 

Mr. Metsrretu. I do not have them with me available immediately. 

Mr. Jonas. Could you give us an estimate right here and then 
correct the record later? You must have, because you have con- 
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sidered them. The losses in my own State were far in excess of the 
$90 million for one storm. 

Mr. Tuomas. And you had three of them, didn’t you? 

Mr. Jonas. Yes. , 

Mr. MetstreLL. The figure is about $1 billion in 1955. But that 
includes indirect losses. By that I mean some of these figures include 
losses of wages and loss of use and occupancy of buildings, unfulfilled 
contracts, roads, bridges, highways and so forth. 

In this contract we are talking only of the direct damage to physical 
property. 


POTENTIAL EXTENT OF INSURANCE LOSSES IN A CATASTROPHE 


Mr. Jonas. But if you had outstanding obligations of $3 billion and 
you had one disaster year such as that one, it would probably exhaust 
the entire $3 billion. 

Mr. Meristrevi. That would be on the assumption that all of our 
policies were issued in that particular area. 

Mr. Corn. That assumption would not be accurate. 

Mr. Jonas. That would be on the assumption that all those who 
had losses were covered, for instance? 

Mr. Metstrewui. And secondly there is the limitation of $10,000 
per dwelling or $250,000 on the commercial and the deductible. 
We have a $500 deductible, plus 5 percent of the remainder, and we 
have certain exclusions in the policies, and of course we are not covering 
indirect losses. 

Mr. Jonas. What you meant to say is that it is a reasonable 
assumption that a flood loss won’t cover every policy holder in 1 vear? 

Mr. Mertstrevi. That is correct. 

Mr. Jonas. One trouble I see is that vou don’t have any reserve 
behind this program except the United States Treasury. 

Mr. Metstrevu. That is correct. However, we are hopeful that 
we are generating enough premium income from the policvholders, 
together with the subsidy if we need the subsidy, to build the reserve. 
Conceivably, with a reserve of $1,000 we may go 1 year and only 
have $200 in losses. 

Mr. Jonas. If you had a year without losses you would have $50 
million in reserve? 

Mr. Metstrretui. That is correct. 


TYPES OF LOSS COVERED 


Mr. Vurse.u. This is a new program to me. Just what risk do 
you take? Say there is a farmer with his house and his barn and he 
has a low place and it floods, or let us say that the flood does not 
come in but the winds damage his property? 

Mr. Meistrett. We would not insure it for wind damage. 

Mr. VursELu..- This is flood only? 

Mr. Merstretu. That is right. 

Mr. Vursetu. Does it insure his house and barn? What about his 
crops and his land? 

Mr. Metstreiu. We are not going to insure land and we are not 
roing to insure crops. 

Mr. Vursevy. What is it then? Is it buildings? 
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Mr. Metsrreiy. Physical property, building and contents. But 
we will not insure land or land values. 

Mr. Vurseui. That ought to cut down your risk? 

Mr. Metsrrevyi. That is correct. 

Mr. Vurseuu. | can understand that the risk is not really so broad. 
But it is a pretty big job for the Government to determine where and 
when the tornadoes and other elements will be. 

Mr. Mertstreti. That is correct. 


FEDERAL NATIONAL MortTGAGE ASSOCIATION 


Mr. THoomas. Mr. Baughman, your statement will go in the record 
at this point. 


(The statement referred to is as follows:) 
STATEMENT OF J. S. BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


Mr. Chairman, I appreciate having this opportunity to discuss the supplemental 
budget request of the Federal National Mortgage Association for fiscal year 1957. 

This supplemental request for additional administrative expense authorization 
is needed as a result of expanded activity in FN MA’s secondary market operations. 

In July 1956, when representatives of FN MA last presented estimates for fiscal 
year 1957 to the Congress, it was in justification of a supplemental authorization 
request. At that time, it was estimated that FNMA would purchase approxi- 
mately 45,000 mortgages for its secondary market operations portfolio during 
this period. Concurreatly, it was estimated that FNMA would be required to 
service an average of approximately 40,100 mortgages in that portfolio during 
the same period. Now it is estimated that FNMA will purchase 108,100 mort- 
gages and will be required to service an average of 78,000 mortgages. From these 
figures, it will be noted that the mortgage purchase workload and the mortgage 
servicing workload in the secondary market operations will show substantial in- 
creases, whereas the supplemental request contemplates an increase of only 5 
percent. 

Currently, there is available for fiscal year 1957 the sum of $4,025,000. The 
additional sum we are seeking will make a total of $4,225,000 available. Expendi- 
tures and allotments, for the period ending March 31, 1957, totaled $3,017,000, 
thus leaving a balance of $1,008,000 available for the remainder of the fiscal year. 

iistimated requirements by quarter, with actual and estimated amounts, are 
shown in the following table: 





lst quarter, actual expenditure ; $892, 075 
2d quarter, actual expenditure 1, 002, 122 
3d quarter, allotted for expenditure_ ; 1, 122, 803 
1th quarter, estimated requirement 1, 222, 000 
Total actual and estimated requirements -_ _ _ 4, 239, 000 
Rounded to 4, 225, 000 


In the face of the increased workload mentioned earlier in my statement, it 
has been necessary to postpone some of the normal functions of the association. 
If the funds requested in this supplement are not available by mid-June 1957, 
the processing of mortgage offerings and other phases of the association’s pro- 
gram might well be adversely affected. 

Mr. Chairman, that completes my statement. I will endeavor to answer any 
questions or will furnish any information which you or other members of the 
committee may desire. 

Thank you. 


Mr. Tuomas. Mr. Reporter, will you put in pages D—1, D-2, and 
D-3? 


(The material referred to follows:) 








FEDERAL NATIONAL MORTGAGE ASSOCIATION 


AUTHORIZATION LANGUAGE 


The limitation under this head in title IIT of the Inde pendent Offices Appropriation 
ict, 1957, as amended by the Second Supplemental Appropriation Act, 1957, on the 
amount available for administrative expenses of the Association, is increased from 
*$4,025,000’ to ‘$4,225,000’.”’ 


Summary 


Available, Independent Offices Appropriation Act, 1957 $3, 775, 000 


Available, Second Supplemental Appropriation Act, 1957 250, 000 


Total t O25. 000 
Expanded activity in program under existing law, secondary market 

operations 200, 000 

Revised total t, 225. 000 


EXPANDED CTIVITY SECONDARY MARKET OPERATIONS 


Actual mortgage purchases during the fiscal vear to date show that the esti- 


mates of mortgage purchase workload last presented to the Congress were seriously 
understated. The condition of the market for mortgage funds has been such 
during most of the fiscal year that FN MA’s secondary market operations have 
been increasingly utilized as a source of liquidity by private mortgage financing 
institutions. As a result, the current estimate of the volume of mortgage pur- 
chases for fiscal year 1957 aggregates more than $1 billion—compared to the 
estimate of $450 million presented to the last session of the Congress. The present 
rate of activity accordingly is more than double the estimates upon which the 
existing limitation on administrative expenses was based. 

The increased volume of mortgage purchases has been accompanied by an 
increase in the number of mortgages to be serviced. The conditions in the mort- 
gage market which caused the heavy volume of purchases has also substantially 
reduced the number and amount of mortgage sales. 

The table which follows compares the currently estimated workload in the 
secondary market operations with that submitted at the time of the last con- 
sideration of the FN MA budget program for 1957. 


Previous Cu I ( 
esti ate est i 
Mortgag s purchased 45. 000 108, 100 + 3 
Mortgages sold 2. 500 M) 2 0) 
Mortgages serviced 40, 100 78, OOO +-37,9 





ADMINISTRATIVE EXPENSES 


Volume workload can be performed more economically than workload on a 
smaller scale. Hence, the increase in administrative expense estimates ($200,000 
or 5 percent) is proportionately less than the estimated increase in workload set 
out in the table above. It is believed that the additional volume of mortgages 
may be purchased and the related workload may be performed within the limits 
of this revised estimate ($4,225,000). 

There follows a table showing employment, man-years, salary costs, other 
objects, and total costs, both actual and estimated, for each quarter of the current 
fiscal vear. 








; Wot 
Employment ] 





AOL 

Mian- S ry Other cost for 

irs costs objects | quarter 

Beginning Endin | 

Ist quarter, actual 576 570 144.0 , $761, 18 $130, 895 $892, 075 
2d quarter, act 7 6% 150. 4 R51. S88 150, 234 | 1,002, 122 
3d quarter, allotted 626 712 172.4 131,293 | 191,510 | 1. 122, 803 
ith quarter, estimat: 712 S00 205.0 }1, 015, 000 207, 000 1, 222, 000 
Total 671.8 (3, 559, 361 679, 639 | 4,239, 000 
Rounded to 4,295, 00K 


Substantially all of the increased employment will be in the three principal 
operating divisions of the FNMA agency offices in the field—the Controller’s 
Division, the Loan Division, and the Secretary-Treasurer’s Division concerned 
with handling mortgage-purchase transactions. 

The following table compares, by object, the amount currently available with 
that which would be provided under the proposed supplemental authorization: 





Fiseal ye I57T 
Currently Revised Increase 
available estimate 
01 Personal ser $3, 381, 100 $ 59. 400 S178, 300 
02 Travel 175, 000 175, 000 
03 ‘Transportation of things 5, 000 5, OOK 
04 Comn ication service 72. 800 78, 000 9, 200 
05 Rents and utilities 258, 800 %17, 300 &. 500 
Printing and reproduction $5, OOO 37, 400 2, 400 
O07 Other contractual services 
(7A0 audit expense 18, 000 18. 000 
Payments under FEGLI Act of 1954 12, 700 13, 500 SOK) 
Miscellaneous contractual expense 33, 700 36, 300 2, 600 
OS Supplies and materials 29, GOO 32, 100 2, 200 
15 axes and assessments (FICA tay 3, OOO 3, 000 
lotal 4, 025, 000 4, 225, 000 200, 000 


Mr. Tuomas. I note that Mr. Baughman wants to increase his ad- 
ministrative expense limitation. There is no direct appropriation 
involved. He wants to increase it from $4,025,000 to $4,225,000, an 
increase of $200,000. Personal services is a big part of the $200,000. 
It amounts to $178,300. He wants an expanded program under the 
existing law, in the secondary market operations activity. 


INCREASE IN STAFF AND WORKLOAD 


It shows here, according to Mr. Baughman, that in his fourth 
quarter estimates he should have 800 people rather than 712. Is that 
correct? 

Mr. BauGumMan. Yes, we are recruiting some additional people to 
take care of the additional workload. 

Mr. Tuomas. He thought he could get by on $40,000 on the mort- 
gages serviced in this period, but it will be $78,000. That is almosi 
a 100-percent increase; is that right? 

Mr. Baucuman. That is the average mortgages serviced. Our 
mortgages purchased increased irom 45,000 units to 108,000 units in 
the current estimate. 

Mr. Tuomas. You are not in the selling business. You do not in- 
crease much there? 
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Mr. BaucuMan. We hope that the selling market will improve. 

Mr. Tuomas. You are still in the selling business; aren’t you? Are 
you buying much these days? 

Mr. BaucuMan. That is right. But I would like to add that the 
offerings have declined from the peak. 

Mr. Tuomas. What is your administrative cost? Is it 5 percent? 
You state that the volume workload can be performed more econom- 
ically than the workload on a smaller scale: 

Hence, the increase in administrative expense estimates of $200,000 or 5 percent 
is proportionately less than the estimated increase in workload. 

What is this figure; this total figure of $4,225,000? Is it 6 percent 
or 5% percent or 4% percent? 

‘Mr. Baucuman. Of what? 

Mr. Tuomas. Of your total workload; figured out on your purchases. 

Mr. BauGcuMan. $1 billion of purchases; and $4 million of that 
would be four-tenths of 1 percent. 

Mr. Tuomas. And if you want to add your sales, what would it be 
then? 

Mr. BauGuMan. It costs more to sell than it does to buy because 
of the individual transactions. I would say it would be relatively 
small, unless we sold the entire portfolio. 

Mr. Tuomas. Are you still making money? 

Mr. BaucuMan. Yes, sir; but we are trying to keep our head above 
water. However, our interest rate for borrowing money has slightly 
increased. We had some recent financing that cost us 4.10 percent. 


STOCK PURCHASE REQUIREMENTS 


Mr. Tuomas. You haven’t lowered your requirements for stock 
purchases; have you? 

Mr. BaucuMan. We have had no requests for it, Mr. Chairman. 
Nobody has requested it. 

Mr. Tuomas. And that is the reason no one is selling to you? 

Mr. Baucuman. They are selling to us, but they are very satisfied 
with the way we operate. 

Mr. Tuomas. Thank you very much, gentlemen. 


FEDERAL FLoop-INSURANCE PROGRAM 


APRIL 4, 1957. 
WITNESSES 

HON. GRAHAM A. BARDEN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NORTH CAROLINA 

HON. HERBERT C. BONNER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NORTH CAROLINA 

HON. L. H. FOUNTAIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NORTH CAROLINA 

HON. ALTON LENNON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NORTH CAROLINA 


Mr. Tuomas. We have with us today our distinguished friends 
from the great State of North Carolina, Mr. Barden, Mr. Bonner, 
Mr. Fountain, and Mr. Lennon. These gentlemen have come here, 
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breaking into their business schedule, to help this committee, and we 
welcome their advice and assistance; not only do we welcome it, but 
we solicit it. 

I recall a year or a year and a half ago when they were going through 
that terrible tragedy in North C arolina, that these gentlemen came 
to this committee at that time, and it was our pleasure to work with 
them and procure for them in their districts, in their great State, a 
little extra money, so to speak, to try to alleviate the damage and the 
suffering. 

This committee went along with them purely on a nonpartisan 
basis, and it was our pleasure to do it. And, again, I want to thank 
you gentlemen for coming and giving us your help in this instance. 
I assure you we need your help and your advice. 

Mr. Barden, do you have a statement for us? 


STATEMENT OF HON. GRAHAM A. BARDEN 


Mr. Barpen. Mr. Chairman, I don’t want to unduly delay your 
proceeding here. I know the problem you confront to some extent 
I’m not quite as familiar with it as you are. But we in North Caro- 
lina—and there are other States in the same fix—and I reckon if a 
general meeting was called you would have some housing problems 
confront you. 

We have met with something we just simply do not know how to 
cope with. We can take care of the boll weevil and we can take care 
of some other things, but we can’t cope with this situation. 

I am perfectly aware of the fact that we must at some time begin 
to reduce spending if we are going to reduce taxes or our debt or get 
anywhere, other than just continue to go in the wrong direction. 
I am perfectly aware of that. I am also aware of the fact that, when 
these things hit, up goes the sympathy and the good will of all the 
people that were not hit, and then we go through. kind of an orgy as 
we experienced last year, by trying through individuals and individual 
reports, and in many sell inces without inv estigation, attempting to 
alleviate a situation with emergency spending. 

I think we have had enough of them now to know that that is not 
economical, either. We had a situation in which the President 
didn’t do anything that any of the rest of us would have done. He 
went up to New England, and when he saw that mess he did just what I 
would have done or anybody else would have done. He said, “Go 
ahead and take care of them, and we will take care of the expense.” 
And I am glad he did. 

If he had come to North Carolina, he would have done the 
same thing. But he didn’t come to North Carolina. It was just 
a mixture of chaos and confusion down there, to try to dig out of 
that situation. 

Now, I am perfectly aware of the fact that this bill for which vou 
are considering the appropriation is not a perfect bill. It has no 
history of experience. I don’t know how it is going to work. I do 
think the people expect us to take at least some kind of step in the 
direction that at least they can buy some protection against being 
wiped out completely. Now, the premiums on this may be pretty 
high to the individual. 

Mr. Tuomas. In speaking of the premiums, we went into that fairly 
thoroughly here in the subcommittee. Much to my surprise, to say 
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the least—I live down on the coastal area too—TI am right in the same 
boat vou gentlemen are in. But that cost is terrible. 

Now, the Government is paying a 40 percent subsidy on the pre 
mium—and of course that is not all the subsidy the Government is 
putting into it. By the time they pay the selling cost and the man- 
agement cost by the insurance e omp: wny, and then the overseeing cost 
in the District of Columbia, we W ill say by the Housing and Home 
Finance Agency, you have another 20 percent subsidy. But even at 
that, the record is clear that the cost will be, say, 300 percent higher 
than a fire-insurance policy on your home or vour store building, or 
anv other property vou might have. As for me, if vour rates are as 
high in your country as they are with me, I can hardly pay that 


fire-insurance policv now. I am afraid it sort of takes me out of the 
market. I don’t know what can be done about it. 

Mr. Barpen. Well, Mr. Chairman, if you want me to be perfectly 
frank with vou, I think it takes me out of the market. And my house 


is as close to a river three-quarters of a mile wide, as from here to that 
mirror at the end of this table, as far as that is concerned. And I 
prem the exposure that ours is experiencing, and I went and bought 

700 worth of insurance for 3 years. That is pretty expensive insur- 
ance. But even that insurance didn’t cover water damage. 

Well, now, I am sitting up on a pretty high bluff. [am just apprais- 
ing mv chances—that is what Iam doing. Well, now, there are homes 
just a little farther down the river shore from me, that while in the 
last hurricane it didn’t get into my yard, it got in their attic. That 
is just a little down the river from me. 

Mr. Tuomas. I don’t think I am wrong in this statement. Up and 
down the coast in Texas where we have these blows, or squalls, or 
hurricanes—call them whatever you want to—it is the wind and the 
water combined that does the damage to us and we buy hurricane 
insurance. It is high. Twenty or thirty years ago the insurance 
companies all said they went broke after a big blow down there, but ] 
think they are in business now. They have a $50 or a $100 de ductible 
limit clause on it. The premiums are pretty high. What I am getting 
up to—can you buy any of that type insurance. 

Mr. Barpen. No. 

Mr. Tuomas. I wonder why it is available, then 

Mr. Barpen. I think you can get it from Lloyd’s in London. I 
think there are 1 or 2 insurance companies that have touched in it a 
little bit, with deductions and the excesses. 

Mr. Tuomas. Their experience is very unfavorable. Down in my 
country- 

Mr. Barpen. They don’t know—— 

Mr. Tuomas. They say they lost money on it. 

Mr. Barpen. They don’t know how to tackle the proposition. 
But I think we can develop some know-how. 

I am reluctant to approve the policy of passing an act and then 
before we try anything, back away. I don’t believe we should do that. 

Now on the premium, of course they will pay a premium. If we 
don’t have any hurricanes, why then we don’t have any losses, as far 
as that is concerned. If we do have them and they are bad, why then 
we will have losses. I don’t think we will have anything like the 
losses . 

Mr. Barpen. From the experience last time, I am not optimistic 
about the amount that will be handled. I am optimistic over the 
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proposition that I think we can make some progress with it that will 
give us a measure of information from trial and error. 

Mr. Tuomas. All right. 

Mr. Barpen. That is the way we have approached this situation. 
I know the thing employed last time was not practical or workable 
or economical, because one man would throw money away like it was 
water, another one had a heart of stone, and another one was in 
between. It was managed by people. 

Mr. Tuomas. Yes. 

Mr. Barpen. And they were average people, and they made the 
same mistakes we would all make. 

Now I want to say this, Mr. Chairman, without just foulmg you 
up with a lot of conversation that you probably heard before, that in 
the handling of the so-called zoning, I have expressed myself very 
definitely to the Administrator. And I want to say this about the 
Administrator. As a general rule I don’t like them. I had a lot of 
arguments with them during more than 20 years. I either want 
them to give me what I want or a good reason for not giving it to me, 
and sometimes I don’t get either. 

I don’t like that. But at the same time I will say this for Mr. 
Meistrell, and he met with my delegation and others. He made a 
statement that was certainly very clear and true, that we didn’t give 
a very clear blueprint. Congress didn’t give him any too clear a blue- 
print to be read, but he impressed me as going about this thing very 
seriously, calling for help. He says “I don’t know it all. T want you 
gentlemen to help me. Let me have your suggestions and we will 
just work it out the best we can. 

Mr. THomas. Yes. 

Mr. Barpen. I think with that attitude on his part, I hope we can 
make some start. I don’t want it to get away from us so far as that 
is concerned. And I don’t want any racket and I don’t want any 
waste of money, any more than anybody else who is as equally con- 
servative as | am. 

Mr. Tuomas. Fine. 

Mr. Barpren. But I do think maybe we can make a start. Another 
year is coming, next year, and certainly there can’t be much cost to us. 


STATEMENT OF HON. L. H. FOUNTAIN 


Mr. THomas. Now, we will hear from our colleague, Mr. Fountain. 

Mr. Fountain. Mr. Chairman, gentlemen of the committee, | want 
to join my colleagues from North Carolina in expressing my thanks 
for this opportunity to appear before you in support of adequate 
appropriations to carry out the Federal Flood Insurance Act, which 
we passed during the 2d session of the 84th Congress. 

This legislation is necessary not only for the people of North 
Carolina, but for the people of prac ‘tically every State in the country. 
P loods from rising waters, continuous rains, hurricanes, and so forth 

pick no boundary lines. 

Damage caused by flood is a national problem, calling for a national 
solution. It is not confined to any particular State or group of States. 
Just where flood damage may strike in a given year is a matter of 
conjecture, but statisties show that flood losses will occur annually 
somewhere within the United States. Estimates of average annual 
flood damage compiled by the United States Weather Bureau, the 
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Army Corps of Engineers and the Department of Agriculture range 
between $326 million and $545 million at 1950-52 prices. The amount 
of flood damage in any particular year rarely approximates the average 
amount of flood damage over a long span of years. The United States 
Weather Bureau statistics show a range (at 1950-51 prices) from $6.3 
million in 1931 to $1 billion in 1951 as against an annual average of 
$326 million. In both 1954 and 1955, flood damage exceeded $800 
million. 

I was a member of the House Banking and Currency Committee 
which reported to the floor of the House Public Law 1016. Testimony 
given to us was unanimous in concluding that flood insurance against 
damage to real property is not now generally available from either 
private or public sources. Flood damage hits particularly hard those 
homeowners who lose their homes in a flood, but still owe the mortgage 
debt on such homes, and businessmen whose credit is so impaired by 
flood loss that they are discouraged from resuming business operations. 

Federal disaster grants are not now generally available to indi- 
viduals. We have Federal emergency loan programs for farmers and 
stockmen through the Department of Agriculture and small-business 
loans to disaster victims. The Federal Housing Administration, I 
believe, can insure a mortgage up to $7,000 to help replace a home 
destroyed by a major disaster; but the beneficiary must show ability 
to repay the mortgage loan. A man who loses his security on a prior 
mortgage, retaining “only the indebtedness, is often unable to make 
such a showing. Proceeds of Federal crop insurance help reimburse 
flood loss to crops; but even this program is limited to some 800 out 
of 3,000 counties, and further limited to certain crops in the 800 
counties. 

It was pointed out to the Banking and Currency Committee that 
individual disaster victims must turn to charity for relief, if their own 
assets or ability to borrow are not sufficient to rehabilitate them. 

Of course, mortgage and business debtors work out as best they can 
their obligations to creditors after a flood. Flood losses show up in 
Federal income tax returns as deductions for loss or bad debts, or in 
a decrease or lack of taxable income. Such losses significantly 
decrease the Federal tax revenues. 

There is a specific precedent for a flood insurance program in the 
Federal crop insurance program. The Congress has previously 
enacted into law several programs incorporating insurance principles 
or related indemnity principles, involving repayment of fees or charges 
by those benefiting from the programs. Some of them are aviation 
war damage insurance; bank deposit insurance; Export-Import Bank 
tangible property insurance; Government employees insurance ; hous- 
ing mortgage insurance; Maritime cargo wartime insurance; maritime 
vessel mortgage insurance; old-age and survivors insurance; postal 
insurance ; unemployment insurance; veterans life insurance, and many 
others. This list makes it apparent that the insurance device has 
already gained a place in our Federal programs. 

I realize that we are particularly economyminded at this session 
of Congress. This program has not vet been started. Naturally, 
many of us are very much concerned about new programs that will 
cost money. However, as I see it, the Congress has already made its 
decision in this matter—at least the last Congress decided that 
Federal flood insurance is justified. 
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All of the testimony taken before the House Banking and Currency 
Committee, and, I understand, before the Senate Committee on 
Banking and Currency, showed conclusively that private insurance 
companies will not furnish this insurance. They say it is impractical 
as a commercial proposition. Consequently, only the Government 
can undertake the pilot program which, let us hope, may eventually 
lead to the assumption by private insurance companies of responsibility 
for covering the risk of damages from floods. 

Let me emphasize one point in particular. We on Banking and 
Currency last year realized we were recommending that the Congress 
embark upon a new and untried program—an experimental program. 
Public Law 1016 is intended to blaze the trail and establish the ac- 
tuarial and other experience needed to show, if it can be shown, that 
flood risk insurance can be offered by private companies on a com- 
mercially feasible basis. 

Let me assure the members of this committee that the House 
Banking and Currency Committee, before giving this legislation a 
favorable report, recognized the need to control within reasonable 
limits the financial risks to which the Government will be exposed. 
This was done by making the program an experimental one, as I 
have previously indicated, with strict limits on the amount of insur- 
ance that can be written and the amount of coverage any individual, 
corporation, or Government entity can acquire from the Federal 
Government. 

I am sure this committee is aware of the fact also that private 
insurance facilities will be used to market policies and adjust claims. 
In addition, the bill especially provides that neither direct insurance 
nor reinsurance can be issued against risks for which insurance is 
already available on reasonable terms from other public or private 
sources, 

I am sure it isn’t necessary for me to say anything further in support 
of the need of this legislation. In facet, the Congress has already 
passed it. Lam very much interested in seeing this committee, fol- 
lowed by the full House Appropriations Committee and then the 
Congress, appropriate adequate funds to get this program on the road. 
Remember—this program is designed to make available to our people 
on a commercial basis insurance against the perils of floods. It simply 
enables them to get from and through their Government protection 
which they cannot otherwise get. 

One further thing, Mr. Chairman and gentlemen of the committee, 
and I am through. This legislation directs the Commissioner of 
Insurance to make a continuing study of the feasibility of turning the 
entire flood insurance program over to the private insurance industry. 
In addition to the regular yearly reports which he must make, in his 
annual report for the year ending December 31, 1961, he is required 
to express his opinion as to the advisability of withdrawing in whole 
or in part Federal financial support for flood insurance. IL think this 
indicates clearly the intention of Congress that this be a pilot program 
which private insurance industry can ultimately take over. 

Let me conclude by saying again that potential victims of such 
disasters can and must be afforded some means of protection against 
catastrophes of natural and unforeseeable origin. 1 believe this 
program if adequately financed and properly handled to begin with, 
will enable our Government through intelligent cooperation with 
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American free enterprise to solve this and other major disaster 
problems facing the people of our Nation. 

I do want to say that I have been very much impressed with Com- 
missioner Meistrell and the way in which he has gone about preparing 
to put this program into execution. I urge this committee to give him 
the funds necessary to do the job. 

I appreciate very much this opportunity which you have given me 
and other members of our delegation to be heard in support of 
program which is of such vital importance to all of our people. 


STATEMENT OF HON. ALTON LENNON 


Mr. Tuomas. Now we will be pleased to hear from our colleague, 
Congressman Lennon. 

Mr. Lennon. Mr. Chairman, I am grateful for the opportunity to 
speak briefly in behalf of the citizens and property owners of the coastal 
area of my district, who up until the passage of the Federal Flood 
Control Insurance Act of 1956 by the 84th Congress believed that 
there was no hope for the economic future of this area. 

The explanation for their feeling of hopelessness and frustration is 

easily understood, and I am sure all the members of this committee 
wantld share that feeling if they had been subjected to the harrowing 
experiences packed into the lives of these people in a period of less 
than 11 months. 

Hurricane Hazel struck the two coastal counties of my district on 
October 15, 1954. Over 1,200 homes were completely destroyed and 
more than 600 were heavily damaged in these 2 coastal counties alone. 
Losses ran into the millions of dollars in both public and private 
properties. A small percentage of these losses in private property 
was covered by insurance, specifically under the extended-coverage 
clause of insurance policies. But this point cannot be emphasized 
too strongly —the extended-coverage clause of these insurance policies 
specifically denied and excluded any recovery for damages caused by 
rising water, floods, wave wash, or water driven by wind, and, unless 
it could be shown conclusively that the damages incurred came from 
winds alone, and not from wind-driven water, there was no recovery 
or at best a small settlement. 

In spite of the devastating and disastrous results of Hurricane 
Hazel during October 1954, our people did not lose heart. After all, 
this was a new experience for them, and many of them made their 
plans to build again in the fall of 1955 or spring of 1956. 

Such, however, was not the case. Again these two coastal counties 
in my district of North Carolina were struck by Hurricanes Connie, 
Diane, and Ione during the late summer of 1955. These three hurri- 
canes did not do the physical damage that was caused by Hazel in 
1954 in the coastal counties of my district, but the devastating effect 
of these hurricanes reached other counties and the Nation, as is well 
known to this committee. 

However, this was it. The insurance companies on the expiration 
of their annual policy contracts canceled and moved out. They took 
with them what little protection that was afforded even under the 
so-called extended-coverage clause. Mr. Chairman, if such is the 
case, it is to be regretted that any Member of the Congress now 


believes that private insurance is available to anyone that will offer 
protection for flood damage, wave wash, tidal waves, rising water, or 
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water driven by wind. Such insurance is not available today in 
America. 

Mr. J. Victor Herd testified before the Banking and Currency Com- 
mittee of the House in his capacity as chairman of the committee on 
floods and flood damage, American Insurance Association, and as 
president of the National Board of Fire Underwriters, stating that 
private insurance companies had ruled out flood insurance which 
included tidal waves, wave wash, or water driven by winds on fixed 
property. This covers real estate wherever it is found. 

| respectfully call the attention of the members of this subcommittee 
to Mr. Herd’s testimony, found on pages 329-357, and more specifically 
to page 342, of the hearings before the Committee on Banking and 
Currency, House of Representatives, 84th Congress, 2d session, on 
national flood insurance and reinsurance. This testimony was given 
on February 8, 1956. 

The tragedy is now that these former homeowners and small- 
business people cannot rebuild. Construction and rebuilding stopped 
completely after the hurricanes of 1955. No banks, building and loan 
associations, or any other lending institutions or agencies will put a 
nickel in construction in this coastal area unless and until some type 

kind of insurance is available that will give some measure of 
protection. 

I hope, gentlemen, from this statement you will now understand 
what the passage of the Federal Flood Control Insurance Act of 1956 
meant to these people. It ws , ‘4 promise of 
help from their Government—what they considered a firm commit- 
ment from their Congress. 

From my reading of the testimony given at the hearings on this 
matter and from a study of the bill, I recognize that it is a new venture, 
but, at the same time, it was the will of the Congress that this program 
be started. As the members of this committee know, the act provides 
for State participation in the payment of the insurance premiums 
wre July 1959, and also contains a condition that the Administrator 

r Commissioner file an annual report along with his opinion, and 
supported with pertinent findings, as to the advisability of with- 
drawing in whole, or in part, Federal financial support for this program. 
I cannot escape the conclusion that the decision as to whether or not 
this program should be tried is a matter for the membership of the 
Congress. 

For the people of the coastal areas of my district and for the thou- 
sands throughout the country similarly affected, 1 respectfully request 
and urge this committee to give the promised flood-insurance program 
a fair trial. 

Mr. Tuomas. Thank you. That is a very fine statement, and we 
are delighted to have had it. 

Our distinguished friend, Judge Fountain, and Congressman Lennon 
have made very sensible statements, and we appreciate all of you 
taking time out to come. 

Now we have our old friend and colleague here, Congressman 
Herbert Bonner. 

Mr. Bonner. Thank you, Mr. Chairman. 











STATEMENT OF HON. HERBERT C. BONNER 


Mr. Tuomas. Judge Bonner, won’t you help us out here and give 
us the benefit of your long years of experience? 

Mr. Bonner. I don’t think the proposal contained in this act is 
solely applicable to the companies. There are flash floods in all the 
rivers. And it is flood insurance. 

I had the opportunity to talk with some outstanding insurance 
people when bills were being drafted to present to the Banking and 
Currency Committee. And my idea and thought was that if we 
could get something to try to use as a yardstick to interest eventually 
the old-line companies in this and do away with it 

Mr. Tuomas. Yes. 

Mr. Bonner. The cost, as vou have pointed out, as presented to 
you, in all probability is extremely high. But if the opportunity is 
made available to the citizens of the country to buy such insurance 
as this, then the average citizen can’t say, after a tragedy happens, 

“T had no way to protect myself.’ 

I do think that there will be more of this type of insurance sold 
than you would normally think. 

Mr. Barpen. Will the gentleman let me interrupt him a little bit 
while you are on that subjec t? 

Mr. Bonner. Yes, sir. 

Mr. Barpen. I might say that all of the water didn’t just come 
out of the river, and all of it didn’t just blow out from the ocean. In 
approximately 5 days, I think it was—lI believe I am correct in this 
figure—we had 26 inches of rain. 

Mr. Tuomas. Terrible. 

Mr. Barpen. Now, even a branch got to be a main river under 
that circumstance. 

Mr. Tuomas. Yes. 

Mr. Vurse.u. Is that the night you took the swim, one of those 
nights? 

Mr. Barpen. Yes, sir; I sure did. 

Mr. Bonner. As I understand from inquiry, there are insurance 
companies that have been selling overall insurance, as it is termed. 
My information is now that those who have it can continue it. And 
I have it on a good deal of property that I have. But if I were to 
drop it, I couldn’t get it back on the same property. 

Mr. THomas. There are people in the business selling it now, 
because they sell it down in my country up and down the coast. 

Mr. Bonner. That is overall insurance. 

Mr. THomas. Hurricane insurance. 

Mr. Fountain. Flood insurance. 

Mr. Tuomas. Hurricane covers it all, including flood. 

Mr. Bonner. I am talking about the overall imsurance. As I 
understand and have been told by insurance people, to new applicants 
it is questionable whether it will be issued. 

Now, of course, this doesn’t apply to that. This is strictly flood 
insurance. If the existing insurance I have is for the roof going off 
and damages by water, then I recover, but no other way and no other 
place can this type of insurance be ac quire “dl. 

Now, if Congress enacts this—and it is up to you gentlemen to see 
if you want to try this. Of course, I believe if it became apparent 
after a few years of trial that it was simply out of the question, then 
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the agency would be dissolved and there would be no further appropri- 
ations for it. But certainly it is a field—— 

Mr. Tuomas. I repeat, and I sincerely say it, we want your help. 
Now, we have two members on this subcommittee that live right in 
this damaged area—the gentleman from Massachusetts, Mr. Boland, 
and I. 

Mr. Yates. And Mr. Jonas, too. 

Mr. Tuomas. Surely, and Congressman Jonas—three of us. So 
you are talking to sympathetic ears. 

Now, whether you are going to get any money is another question. 
But you are talking to sympathetic ears. 

Mr. Bonner. Anyway, | certainly hope that an effort will be made 
and some money appropriated to simply try this out—at least try it. 

Mr. Vursevut. Mr. Chairman, I haven’t anything to offer. We 
went through this thing last year. We tried to help them out a little. 

Mr. Tuomas. That is right. 

Mr. Vurseu. I was wondering if Mr. Jonas, before Mr. Barden or 
any of the other witnesses left, might have any questions. 

Mr. Tuomas. I think Mr. Jonas may want to talk with his own 
colleagues from North Carolina. 

Mr. Jonas. Mr. Chairman, I have talked with them on many 
occasions about this problem. I attended some of the meetings at 
which the Administrator was present and testified. 

This problem affects our State and our people are vitally interested 
in it. 

My own district is not directly affected but we are all interested in 
whatever affects North Carolina. I also have many constituents 
who are anxious to have this program given a trial because they are 
personally affected. 

Even though there may be few policies purchased in my district, 
I can’t ignore the emergency situation that exists in our State. While 
I represent one district, I still have an interest in the State as a whole. 

I know the conditions you have heard described by my colleagues 
from North Carolina do exist and the authorizing legislation was an 
effort to find ways in which the Government, with its great resources, 
might stimulate a greater interest in the subject by private insurance 

companies—maybe set a pattern and develop some experience upon 
which they can build a future program of their own. 

While I wouldn’t be in favor of the Federal Government going into 
the insurance business as a permanent proposition, because I ‘don’t 
think the Federal Government ought to be in the insurance business, 
this legislation was set up on a trial basis with the idea of developing 
an experience upon which commercial insurance companies might 
plan a program. 

If at the end of this trial period the experience indicates that 
private insurance companies are not willing to enter the field, I think 
the program would not be continued. 

But I don’t hardly see how we, in the face of positive action last 
year by Congress authorizing the program, which the President 
approved by signing the bill, and now is asking for funds to implement— 
how we could justify action which would completely kill the program 
before it even starts. 

Mr. Yates. He has been asking for money right along, Mr. Jonas. 
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Mr. Jonas. Yes, and I have been voting to reduce requests. And 
will continue to do so whenever I feel cuts are justified. 

Mr. Fountain. Mr. Chairman, may I add just one thought? 
To give you the thinking of the Banking and Currency Committee: 
We had these problems and were concerned about it. We had in 
mind only the Government could initiate the bill on the program and 
place the trial to establish the actuarial experience to determine 
whether or not private insurance companies could take it over. And 
actually in our bill we have a mandatory requirement, in addition to 
annual reports, that the Administrator by December 31, 1961, must 
obtain an express opinion of the Administrator concerning the advis- 
ability of withdrawing in whole or in part Federal financial support for 
insurance policies. 

Mr. Tuomas. Thank you very much. 

Mr. Fountain. Showing we meant it as an experimental proposi- 
tion. 

Mr. THomas. Thank you very much. That is a good statement. 

Mr. Barpen. Mr. Chairman, I want you to know we appreciate 
those kind words about your giving us sympathetic consideration. 
You didn’t do us like the farmer that went in for a loan and when he 
had told him all his troubles, the banker reached under and pressed 
the button and a great big man came in and said, ‘Throw this guy 
out. He makes me cry.” 

Mr. Fountarn. I might add, Mr. Chairman, your distinguished 
member, Mr. Boland, has shown a keen interest in this matter, by 
the introduction of various bills. 

Mr. THomas. Thank you very much, gentlemen, for giving us your 
views on this problem. 

We also have statements which have been submitted for the record 
by several of our colleacues. 

(The statements referred to are as follows: ) 

Houser or REPRESENTATIVES, 


Washington, D. C., Ap L, 19: 
Hon. ALBERT THOMAS, 


Chairn an, Inde pendent Office 8 Appropi ations Subcommittee js 
House of Representatives, Washington, a. 

Dear AuBert: This is to urge favorable consideration of a request by Housing 
and Home Finance Agency for funds to put into operation the Federal flood- 
insurance program. 

Much of my district has been plagued by floods originating primarily with high 
winds associated with hurricanes. Damage has frequently been extremely high, 
and insurance against this kind of hazard is not available from commercial sources. 

I have had conversations with Hon. Fred Duckworth, mavor of Norfolk, and 
Hon. Ezra Summers, a member of the Norfolk City Council whose business is 
insurance. They attest to the urgency of Federal participation in this program 

I hope the committee will act favorably on the matter and provide sufficient 
funds to get this program under way. 

Sincerely, 


Porter Harpy, J 


STATEMENT OF Hon. L. MENDEL RIVERS 


In connection with your consideration of the wrens ntal appropriation re- 
quest for $50 million for the Federal Flood Indemnity Administration, I am taking 
the liberty of bringing certain facts to your attention having 
your approval of the request. 

Figures which we have obtained from the Corps of Engineers show that flood 
damage during the first 2 months of 1957 in various parts of the country has been 
in excess of the damage suffered during all of 1956. The records show that direct 


a direct bearing on 
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flood damage last year amounted to $78 million, whereas in January and February 
of this year, damage caused by floods has amounted to $87,576,000. 

Most of this damage occurred in Kentucky, Tennessee, West Virginia and Vir- 
ginia. Since the flooding of the Cumberland River, there have been floods in 
Colorado, Florida, Oregon, Idaho and Washington. None of the people who 
suffered in these floods had insurance protection. 

The whole country has been shocked over the effects of the tornado and the 
deluge which has struck Texas. While the wind damage in Dallas could not have 
been insured under the Federal program, buildings damaged by the torrential 
rains which followed could have been protected by this insurance. 

As you know, my district covers approximately 150 miles of the South Caro- 
lina seacoast with millions of dollars in property values in this area constantly at 
risk from the hurricanes which sweep along the coast each year. Most everyone 
will recall the damage as a result of hurricane Hazel which swept the South Caro- 
lina coast about 2) years ago and wreaked havoe just north of Myrtle Beach, 
Ss. C, 

The appropriation request for flood insurance is needed to pay the day-to-day 
operating expenses incident to the selling and servicing of the indemnity con- 
tracts by the private insurance industry. Unless money is available for this pur- 
pose the Government cannot contract with the fire and casualty companies which 
are ready and willing to handle this flood insurance. 

In addition, a portion of the appropriation is needed to pay the Federal subsidy 
on contracts sold. Until experience is gained with this new type of insurance, 
the subsidy is justified, in my opinion, as a means of making the protection avail- 
able to our people at the lowest possible cost. 

My hope is that this subsidy can be eliminated within a few years and that 
eventually the private insurance companies will be able to take over the pro- 
gram in the manner contemplated in the statute. 

I know I speak for all the people of my State when I respectfully urge your 
good committee to favorably consider the appropriation for the Flood Indemnity 
Administration and approve it without delay. 


House or REPRESENTATIVES, 
Washington, D. C., April 4, 1957. 
Hon. ALBertT THOMAS, 


Chairman, Subcommittee on Approp? ations, 
House Office Building, Washington, D. C. 


DraAR CoNGRESSMAN Tuomas: I regret that I have not had an opportunity to 
appear before your committee and plead for an appropriation for the purpose of 
carrying out the provisions of the flood insurance bill that Congress enacted dur- 
ing the 84th Congress. 

Hurricane Hazel cost approximately $25 million damage on the coastal area of 
my district and since that time, we have had two other hurricanes that cost several 
million dollars worth of damage. The private insurance companies are not 
financially in a position to take the entire risk of insuring property along the 
Atlantic coastline, hence, that is the reason I supported and worked for the 
flood insurance bill last year. I realize that it may be a number of years before 
we have another serious storm, however, the private insurance companies continue 
to refuse to insure the valuable property already erected along the Atlantic 
coastline in South Carolina. 

I hope that vour committee, in its good judgment, will make an appropriation 
to assist the private insurance companies in taking care of the property owned 
by the people of the United States along the Atlantic coastline. Every year we 
are spending billions of dollars in Europe in assisting foreign countries in taking 
care of their problems and I don’t think it is asking too much for this great country 
of ours to be of some assistance to the taxpayers of this country. 

Again, I urge and plead with your committee to make at least a sufficient 
ippropriation for this purpose to carry out the intent of the Congress. 

Very sincerely yours, 
Joun L. McMitian, M. C. 
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CLARENCE CANNON, Missouri, Chairman 


LOUIS C. RABAUT, Michigan BEN F. JENSEN, Iowa 
MICHAEL J. KIRWAN, Ohio H. CARL ANDERSEN, Minnesota 
JOHN E. FOGARTY, Rhode Island JOHN TABER, New York 

JOHN J. RILEY, South Carolina IVOR D. FENTON, Pennsylvania 
JOE L. EVINS, Tennessee HAMER H. BUDGE, Idaho 
EDWARD P. BOLAND, Massachusetts 

DON MAGNUSON, Washington 


WEDNESDAY, APRIL 17, 1957. 
CIVIL FUNCTIONS, DEPARTMENT OF THE ARMY 


ENTOMBMENT OF UNKNOWN AMERICANS OF Wortp War II anp 
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COL. C. O. GILLY, COMPTROLLER, OFFICE OF THE QUARTER- 
MASTER GENERAL 

COL. WALTER P. SCOGGINS, CHIEF, MEMORIAL DIVISION, OFFICE 
OF THE QUARTERMASTER GENERAL 

CHARLES J. DORMAN, CHIEF, CEMETERY BRANCH, MEMORIAL 
DIVISION, OFFICE OF THE QUARTERMASTER GENERAL 


Supplemental| Estimate, 





| Actual, 1956 | estimate, | 1958 
1957 
— — — —— — — — — —E niles a — 
| 
PROGRAM BY ACTIVITIES 
1. Construction of tomb... 2 ae ey $159, 000 $33, 000 
2, Entombment expenses. oe es ca | 77, 000 
Total obligations_ Eg = hil 159, 000 | 110, 000 
FINANCING | 
Unobligated balance brought forward __. ; E 3 110, 000 
Unobligated balance carried forward -__-. i | 110, 000 | 
Appropriation : Bao 269, 000 | 
Obligations by object 
a : og ‘ hay ; , 
Object classification Actual, 1956 | Estimate, | Estimate, 
1957 1958 
02 Travel__ Hine ha sndbbstebicekiccematdyd aud | $70, 000 
08 Supplies and materials_. ede nee umgilseia 7,000 
10 Lands and structures. -- ce $159, 000 33, 000 
Total obligations... sbtdde hcsattaudgdtinanasctebune oul 159, 000 110, 000 


Mr. Kirwan. The committee will come to order. 

We will take up the supplemental estimate of the Department of 
the Army for civil functions activities. 

Colonel Gilly, do you have a statement? 

Colonel Gitty. Yes, Mr. Chairman, I have. 

Mr. Krrwan. You may proceed. 
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GENERAL STATEMENT 


Colonel Gitty. Mr. Kirwan and gentlemen, the estimate, now being 
presented, in the amount of $269,000, will provide for the interment 
of an unknown American who lost his life while serving in the Armed 
Forces of the United States during World War II and another who 
lost his life during the Korean conflict. The entombment will be 
accomplished on May 30, 1958, as directed by Public Law 975 of 
the 84th Congress. 

An amount of $192,000 has been included for the construction of 
two crypts and necessary alterations in the plaza area of the Tomb 
of the Unknown Soldier of World WarI. Preliminary plans developed 
for this purpose provide that the additional unknowns will be interred 
on a horizontal level with the unknown soldier and that the crypts 
will be placed near the’ existing sarcophagus so that its present in- 
scription, unchanged, will mark all burials. The crypts will be capped 
with flat granite slabs that will be in harmony with the plaza. They 
will be inscribed with appropriate dates: “1941-45” and “1950-53.” 

The amount included for ceremonial expenses is $77,000. This 
amount covers transportation of cadets and troops of the five services 
to Washington to participate in the ceremonies incident to the en- 
tombment of the unknowns and procurement of necessary supplies 
for the ceremonies. 

Obligation of the major portion of funds requested for construction 
should be made during the current fiscal year in order that the work 
will be completed in time for the ceremonies on the date scheduled. 

I have with me Colonel Scoggins, Chief of the Memorial Division, 
Office of the Quartermaster General, and Mr. Dorman of my staff who 
will endeavor to provide any additional information the committee 
may desire with respect to this estimate. 

Mr. Krrwan. Does that complete your statement? 

Colonel Gruty. Yes, sir. 

Mr. Krrwan. Thank you. We will insert the proper section of 
House Document No. 115 and the justifications in the record at this 
point. 

(The matter referred to follows:) 


“DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 
“DEPARTMENT OF THE ARMY 
‘““ENTOMBMENT OF UNKNOWN AMERICANS OF WORLD WAR II AND KOREA 


“For expenses, not otherwise provided for, incident to the selection and burial, with 
appropriate ceremonies, of the remains of an unknown American who lost his life 
while sersing overseas in the Armed Forces of the United States during World War ee 
as authorized by the Act of June 24, 1946 (60 Stat. 302), and the remains of an un- 
known American who lost his life while serving in the Armed Forces of the United 
States during the Korean conflict, as authorized by the Act of August 3, 1956 (70 
Stat. 1027), including construction of two crypts and necessary alterations to the 
existing Tomb of the Unknown Soldier in Arlington National Cemetery, $269,000, 
to remain available until June 30, 1958.” 

Public Law 429, approved June 24, 1946, and Public Law 975, approved 
August 3, 1956, authorize the entombment of the two unknown Americans on 
Memorial Day, May 30, 1958. This proposed appropriation is to provide the 
funds necessary to let contracts in time to complete construction before that 
date. It also covers the expenses of entombment ceremonies, including the travel 
costs of service academy cadets participating in the ceremonies. 
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ENTOMBMENT OF UNKNOWN MEMBERS OF THE UNITED States ArMeD ! 


lt ORCES 


or Worutp War II AND THE KorEAN CoNruictT, Fiscan YEAR 1957-58 


PROGRAM AND PERFORMANCE 


The act of June 24, 1946, authorizes the return of an unknown American 
who lost his life while serving overseas in the Armed Forces of the United States 
during the Second World War and the burial of the unknown near or 
unknown soldier in the Arlington Memorial Amphitheater. 

The act of August 3, 1956, authorizes the return of an unknown American 
who lost his life while se rving overseas in the Armed Forces of the United States 
during the Korean conflict and the burial of the unknowns of World War II and 
Korea on May 30, 1958, in the Arlington Amphitheater. 

Preliminary plans for essential structural work to provide for the entombment 
at the authorized location and alterations to the tomb, have been approved it 
principle by the Commission of Fine Arts. 

This appropriation covers expenses incident to ceremonies attending the 
entombment and necessary construction of the two erypts as well as alterations 
to the existing Tomb of the Unknown Soldier in the Arlington National Cemetery 


De side the 


Summa yo} direct obl gations by objects of ex pe nditures, fiseal year 1957 


Project Purpose of project Lands and 
NO structure 
_ = - a i 
201 | Construction of tomb | $159, OOK 
401 | Entombment expenses - - 
lotal obligation 159, 00 


Summary of direct obligations by objects of expenditures, fiscal year 1958 


Project 


| Supplies | Lands and 
No. 


Travel and and Total 
| materials | structures 


Purpose of project 





| 
201 | Construction of tomb ‘ ae s : P — $33, 000 | $33, 000 
401 Entombment expenses - - : -| $70, 000 $7, 000 | 77, 006 
—— — - - 
| Total obligations... -- farm -| 70, 000 | 7,000 | 33, 000 110, 00( 
_— yo — 
Prosect 201.—Construction of tombs 
Estimate, fiseal year 1957: Zone of the Interior__— an $192, OOO 


SUPPORTING DATA 
10 Lands and structures 

Construction at Arlington National Cemetery, Va., $192,000.—For construction 
of 2 crypts for the remains of an unknown of World War II and an unknown of 
the Korean conflict, and alterations to the existing Tomb of the Unknown Soldier. 


Prosect 401.—Entombment expenses 


Estimate, fiscal year 1957: Zone of the Interior...................--- 


$77, 000 
SUPPORTING DATA 


For expenses in connection with ceremonies incident to the 
entombment of the unknowns from World War II and the 
Korean conflict. 
02 Travel at 70, 000 
For travel of military personnel and cadets of the Army, 
Navy, Air Force, and Coast Guard in connection with cere- 
monies in Washington, D. C., and Arlington National Cemetery 
incident to the entombment of the unknowns. 
08 Supplies and materials ; : 7, 000 
For miscellaneous supplies required for ceremonies in connec- 
tion with the entombment of the unknowns 
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Mr. Kirwan. It appears that $70,000 of the amount requested 
is to pay for travel of military personnel and cadets of the Army, 
Navy, Air Force, and Coast Guard to come to Washington in con- 
nection with the ceremonies incident to the entombment of the 
unknowns. Could not these costs be absorbed by the Defense 
Establishment? 

Colonel Gitty. No, sir. This is for travel and other incidental 
expenses not included in the normal O. & M. budget or the military 
personnel, Army, budget. 

Mr. Kirwan. It is outside both those budgets? 

Colonel Giitty. Yes, sir. 

Mr. Kirwan. Do you not have any funds set aside for travel 
that could take care of this? 

Colonel Gitty. No, sir, not to my knowledge. I checked with 
General Lawton’s office this morning to inquire on that very point, 
and was told this type of travel and this amount of travel was not 
included in the budget. 

Mr. Kirwan. You would think something as good as this, and with 
the amount of travel money the Army has, they could set enough aside 
for this. 

Colonel Gitty. There is a difference in the type of travel money. 
The budget ‘Military personnel, Army,” covers travel of a permanent 
change of station tvpe. This is temporary duty travel. 

Mr. Botanp. This would take care of bringing these cadets from 
the various Service Academies to Washington for this event? 

Colonel Gritty. Yes. 

Mr. Botanp. And the travel the chairman talks about covers travel 
for the entire military. You could not take the travel allocated for 
these schools and allocate some of it to this, could you? 

Mr. Kirwan. I do not think there is much travel money allocated 
for the schools, but with the amount of travel the Army does, sending 
them to ball games and everything else, for something as good as this, 
it seems they would have enough for that. 

Mr. Botanp. Do you not have so much money allocated for travel 
in the appropriations for the academies? 

Mr. Kirwan. Yes, but you would think there — be enough 
money in the Army, Air Force, and Navy budgets to say, ‘““Come on,”’ 
even if there are 10 trainloads. The ‘y do that for every little thing 
in the world, they dig up the funds for it. When it is something like 
this you would think they would have enough money. 


REQUIREMENTS FOR FISCAL YEAR 1957 


You say vou need only $159,000 for this year? If 50, why cannot 
the balance be taken care of in the regular bill for 1958? 

Colonel Gritty. Sir, this is not included in the cemetery budget. 
This is separate and apart. This is a supplemental request. 

Mr. Kirwan. I know, but the point is, why should not the com- 
mittee take care of the balance in the regular budget. You show 
you need only $159,000 for fiseal year 1957. 

Colonel Gitty. That is correct. 

Mr. Kirwan. Why cannot the balance be taken care of in the 
regular bill? 
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Colonel Gitty. Because this has no connection with the cemetery 
budget. It is a separate one-time request for funds. 

Mr. Kirwan. What I am talking about is whether the committee 
should not put the balance in the regular bill. It is a supplemental 
you are coming in front of us for. 

Colonel Gruty. Y es, sir. 

Mr. Kirwan. And you show a need for only $159,000 for fiscal 
year 1957. The committee could put the balance in the regular bill. 

Colonel Giuty. If it could be accomplished that way. 

Mr. Kirwan. You are only asking for $159,000 to take care of the 

year 1957. 

Colonel Gitty. Yes, sir. 

Mr. Kirwan. So the committee could put the balance in the regular 
bill. 

Mr. Dorman. Mr. Chairman, should it not be possible to fully 
obligate the $159,000 within the fiscal year 1957, we would appreciate 
having that money held over so it could be available for obligation in 
1958. Most of the expense in 1958 under this particular item is for 
travel and the necessary expenses incidental thereto and for the 
supervision of the construction which we hope to have under contract 
by the 30th of June this year. 

Mr. Kirwan. Then vou need the rest? 

Mr. Dorman. Yes, sir. 

Mr. Kirwan. You do not show that. You show you only need 
59,000 for this vear. Is that not what you show? 

Mr. Dorman. Yes. Should that $159,000 not be fully obligated in 
fiscal year 1957—in other words, if the contract is made in July—— 

Mr. Krrwan. But it would automatically carry over. You say 
you can only use $159,000 in 1957. Is that right? 

Mr. Dorman. Yes, sir. 

Mr. Kirwan. Then the rest can go in the regular bill. 

Mr. Taser. Does that mean you would have to have your contract 
let for the whole thing or not? 

Colonel Gitty. For the $159,000, yes, sir. We should obligate that 
this fiscal year in order to have the architectural drawings made and 
so on. 

Mr. Kirwan. You want the $159,000? 

Colonel Gritty. Yes. If the amount of $110,000 which we have 
shown required for 1958 were included in the proposed 1958 budget, 
I see no objection to that. 

Mr. Kirwan. That is what we want to do. I may be wrong, but 
I understand you only want enough money in the supplemental to 
carry you over the next 2 or 3 months. 

Any questions? 

Mr. Boutanp. Do y you think vou will obligate the entire $159,000 
bv June 30 of this year? 

Colonel Giity. We hope so. 

Mr. Botanp. Can you obligate the balance of $33,000 for the 
construction of the tomb? 

Colonel Gritty. No; because that will be in the nature of expansion 
and so on that would go beyond. 

Mr. Botanp. Would you be in a better position if we put the 
$110,000 in the regular bill? This is a one-shot operation, that is 
probably why it is different. We could put the $110,000 in the 
regular bill. 


$ 


— 
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Colonel Scoaains. May we ask, if it is carried over in the next 
year, in the next budget, could it be carried over under this same 
project? 

Mr. Krrwan. Yes, we would put it in the same project. The 
$110,000 would be carried under the same project in the regular bill. 

Colonel Scogarns. There is no objection to that, sir. 


DESCRIPTION OF PROJECT 


Mr. Botanp. Do you have a drawing or sketch so I could see what it 
looks like? 

Colonel Giuuy. Yes, sir. 

Mr. Botanp. These are the two new slabs. This is the Korean 
war.and this is World War II [indicating]? 

Colonel Gituy. Yes. 

Mr. Bouanp. And they are going right in front of the sarcophagus 
that is there now? ; 

Colonel Giuty. Yes. 

Mr. Bouanp. It seems like a lot of money, $110,000. 

Colonel Grtiy. It would appear on the surface it is a lot of money. 

Mr. Dorman, would you explain the estimate more thoroughly? 

Mr. Dorman. The expense entailed in the crypts themselves is 
approximately $36,000. However, the area of the plaza in front or 
at the rear of the tomb must be enlarged in order to take care of the 
additional crypts. 

Mr. Bouanp. I see. Very good. Is there enough area there to 
take care of future wars? 

Colonel Scoaains. May I make a correction in that last request? 
I requested that this be carried over under the same project. I would 
like to change that to appropriation. Inasmuch as this is a one-time 
deal, we would like it carried over in the same appropriation. 

Mr. Botanp. In the event that this Nation gets into future wars, 
have you provided enough area now so that you will not have to spend 
more money to enlarge the area if we had to put more crypts in there? 

Mr. Dorman. We are not anticipating need for future wars— 

Mr. Bo.tanp. Of course we are not anticipating the need. 

Mr. Dorman. However, there is plenty of area for the purpose. 

Mr. Bouanp. That is all. 

Mr. Kirwan. Any other questions? 

Mr. Taser. You have $77,000 for the ceremony and the transporta- 
tion and so forth. You do not need that until the day of the ceremony, 
do you? 

Colonel Gitty. That is correct, sir. In accordance with the chair- 
man’s suggestion, the whole $110,000 could be included in the 1958 
appropriation. 

Mr. Taner. We could consider that later, then. 

Mr. Kirwan. Any further questions? 


CONSTRUCTION WORK IN 1958 


Mr. Fenron. What is that item of $33,000 for? 

Colonel Gitty. Sir, that covers the supervision and inspection and 
the administration in the construction phase of the project and the 
landscaping of the plaza area after it is widened. 
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Mr. Fenton. On sheet 2 you have $159,000 for project No. 201, 
and on sheet 3 you have $33,000 for the same project number. 

Colonel Gitty. That is correct. It is a continuation. The 
$33,000 is a part of the same project No. 201, but it is a continuation 
in the second phase of this construction, the supervision, and of course 
the landscaping of the plaza could only be the last phase. 

Mr. Fenton. That is all. 

Mr. Kirwan. Thank you very much. 

Colonel Gritty. Thank you very much. 
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HARRY R. SHEPPARD, California, Chairman 


W. F. NORREL, Arkansas RICHARD B. WIGGLESWORTH, 
GEORGE W. ANDREWS, Alabama Massachusetts 


HAROLD C. OSTERTAG, New York 
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DEPARTMENT OF THE NAVY 
Merpicat Carn, Navy 


WITNESS 


REAR ADM. B. W. HOGAN, MC USN, CHIEF, BUREAU OF MEDICINE 
AND SURGERY 





Program and financing 
Presently Revised Difference 
available estimate 
Program by activities 
1. Maintenance and operation of medical tre ne facili 
ties . $37, 551, 000 $37, 551, 000 
2. Education and trainiz 3, 561, 000 3, 561, 000 
Medical services, supplies, and equipment at other | 
facilities 10, 471, 000 10, 471, 000 } 
4. Nonrecurring procurement of services, supplies, and | | 
equipment 2, 007, 000 2, 007, 000 } 
Medical material support 1, 112, 000 1, 112, 000 
Medical care in nonnaval facilities 3, 214, 000 15, 414, 000 $12, 200, 000 
7. Care of the dead 901, 000 | 901, 000 
8. Departmental administration -. 2, 506, 000 | 2, 506, 000 
Total obligations 61, 323, 000 73, 523, 000 12, 200, 000 
Financing 
Unobligated balance transferred from ‘‘Construction of 
ships’’.. 12, 200, 000 12, 200, 00% 


Appropriation = 61, 323, 000 61, 323, 000 
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Obligations by objects 


j 
Presently Revised Difference 
available estimate 
lotal number of permanent positions 6, 582 6, 582 
Full-time equivalent of all other positions l 1 
Average nutnber of all employees. _- 6, 327 6, 327 
Number of employees at end of year 6, 289 6, 289 | 
01 Personal services 
Permanent position $25, 897, 420 $25, 897, 420 
Positions other than permanent 4, 000 4,000 
Payment above basic rates 650, 580 650, 580 
Total personal service 26, 552, 000 °6, 552, 000 
02 Travel 531. 000 31, 000 
03 ‘Transportation of things 168, 000 168, 000 
04 Communication service 325, 000 325, 000 
Rents and utility servi 1, 183, 000 1, 183, 000 
06 Printing and reproduction 358. 000 358, 000 
O07 Other contractual services 13, 314, 000 25, 514, 000 $12. 200. OOO 
Service performed by other age é 6, 876, 000 | 6, 876, 000 
08 Supplies and material ; ‘ 10, 380, 000 10, 380, 000 
9 Equipment 1, 890, 000 1, 890, 000 
11 Grants, subsidies, and contribution 6, 000 6, 000 
15 ‘Taxes and assessments . 31, 000 31. 000 
Subtotal sn 61, 614, 000 73, 814, 000 12, 200, O04 
Deduct charges for subsistence ake 291, 000 291, 000 
Total obligations. ‘i ; eae 61, 323, 000 73, 523, 000 12, 200, 000 


Mr. Suerparp. We have a supplemental request in House Docu- 
ment No. 115 under the heading ‘Medical care, Navy’. That docu- 
ment reads as follows: 


MEDICAL CARE 


“For an additional amount for ‘‘ Medical care’’, $12,200,000, to be derived by 
lransfer from the appropriation Jo ‘Construction of sl ips’ 2 

This proposed transfer is to provide funds for the costs incident to Publie Law 
569, approved June 7, 1956, which authorized the care of dependents of members 
of the uniformed services in civilian hospitals at Government expense effective 
December 7, 1956. 


On November 30, 1956, this appropriation was reapportioned on a basis which 
indicated a necessity for a supplemental estimate, pursuant to section 3679 of the 
tevised Statutes, as amended. This action was reported to the Congress by the 
Director of the Bureau of the Budget on that date. 

. vie 4 , : cs i ie 

We will insert into the record at this pomt pages 4, 5, and 6 of the 
justifications. 

(The pages referred to are as follows: 


Merpicat Care, Navy 


Bup@eet Activity No. 6.—Medical care in nonnaval facilities 
Presently available : $3, 214, 000 
Revised estimate 15, 414, 000 
Difference :S. 200, 000 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATES 


In order to provide for medical care of Navy and Marine Corps personnel and 
their dependents in nonnaval facilities and in civilian institutions pursuant to the 
Dependents’ Medical Care Act (Public Law 569) effective December 7, 1956, the 
appropriated fund deficiency amounts to $12,200,000... These funds will provide 
care of the 1,315 dependents in civilian facilities who have not heretofore been 
provided care in uniformed services facilities. In addition, it provides for pay- 
ment of an interservice hospitalization rate for care of 380 dependents in uni- 


formed services facilities which has not been pre viously required, as well as in- 
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creased reimbursement rates for hospitalization of Navy and Marine Corps per- 
sonnel in uniformed services facilities. 

The Bureau of Medicine and Surgery has previously submitted estimates of 
the additional requirements for the Dependents’ Medical Care Act to the Navy 
Comptroller, Office of the Secretary of Defense, and the Bureau of the Budget. 
Provision has been made for apportionment of the additional reimbursements 
that will be received for care of other uniformed services personnel and their 
dependents in naval medical facilities; these additional reimbursements are esti- 
mated at $3,915,000. 

The total appropriated funds required in this budget activity for care of both 
active duty, retired, and dependents, are $19,329,000 which can be partially offset 
by the $3,915,000 additional reimbursements in military medical facilities, and 
the $3,214,000 presently available, leaving a deficiency of $12,200,000. 
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JUTPATIENT CARE 


Treatments | Rates Total fund 
VA facilities _- ar ; 2, 950 $4. 27 $12, 59% 
PHS facilities 5 donasiale 439 417 1, 831 
Canal Zone Government facilities 8, 975 7. 50 67, 313 
Civilian facilities___- X 36, 852 11.65 | 429, 333 
Total, outpatient caré 49, 216 511, 073 
Total, inpatient and outpatient care_ — = ¥ 19, 536, 000 
Travel 5 12, 000 
Total obligations required - - 19, 548, 000 
Reimbursable 219, 000 
Appropriated funds required 5 19, 329, 000 
Deduct current availability 7, 129, 000 
Appropriated funds . 3, 214, 000 
Extra reimbursements ap] t j 3 Oo] 00 
Suppl ntal approy l 12, 2 y 


Mr. Saepparp. I wish that you would give us a general statement 
pertaining to the requirements of this supplemental. 


GENERAL STATEMENT OF REAR Ap. B. W. Hocan, MC, USN 


oe Hocan. Mr. Chairman and members of the committee, 
the Medical Department of the Navy is requesting a supplemental 
sppeopeintion of $12,200,000 for fiscal year 1957. This sup ple mental 
amount is required for medical care of Navy and Marine Corps per- 
sonnel and their eligible dependents in Federal medical facilities other 
than naval, and for care of eligible dependents by civilian physicians 
and in civilian hospitals, as authorized by Public Law 569 of the 84th 
Congress. In addition, reimbursements totaling $3,915,000 for serv- 
ices rendered are anticipated, to meet a total supplemental require- 
ment of $16,115,000 in fiscal vear 1957. 

The Dependents’ Medical Care Act (Public Law 569, 84th Cong.) 
became effective December 7, 1956. Essentially, this law provides for 
medical care of dependents of personnel of the Army, Navy, Marine 
Corps, Air Force, Coast Guard, and the commissioned corps of the 
Public Health Service and the Coast and Geodetic Survey who are 
serving on active duty, or who retired with more than 8 years’ service, 
or who died either on active duty or in a retired status. The law also 
provides care for the personnel of these uniformed services. All eligi- 
gible dependents are authorized care in any uniformed service medical 
facility. In addition, wives, children, and dependent husbands of 
personnel serving on active duty are authorized to receive certain 
specified care from civilian physicians and in civilian hospitals of thei 
own choosing. 

In the continental United States, Alaska, Hawaii, and Puerto Rico 
the Secretary of Defense has designated the Secretary of the Army as 
executive agent to contract for civilian medical care for eligible de- 
pendents of all of the uniformed services. It is estimated that, during 
fiscal year 1957, care for Navy and Marine Corps dependents from 
civilian sources will amount to $12,926,000. The Navy requires 
funds in this amount so that it may reimburse the executive agent for 
the amounts paid for care of Navy and Marine Corps dependents, 
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and so that it may provide for civilian medical care for Navy and 
Marine Corps dependents in other areas outside the jurisdiction of the 
executive agent. 

Funds for care of Navy and Marine Corps dependents in medical 
facilities of the Army, Air Force, and Public Health Service total 
$2,015,000. This amount has been computed at a rate of $27.50 per 
day, less the patients’ contributions of $1.75 per day each, as estab- 
lished by the Bureau of the Budget in accordance with section 301 (d) 
of Public Law 569. 

Additional funds totaling $1,174,000 are required to reimburse the 
Departments of the Army. and the Air Force, and the Public Health 
Service, at the increased reimbursement rate of $20.25 per patient day 
for care of active duty and retired Navy and Marine Corps personnel 
in medical facilities of those other uniformed services. This in- 
creased rate also has been established by the Bureau of the Budget 
pursuant to section 301 (d) of Public Law 569, and compares with the 
former intradepartmental rate of $10 per day for care in Army and Air 
Force facilities and the former interdepartmental rate of $19.25 for 
care in Public Health Service hospitals. 

These added requirements amount to a total of $16,115,000, which 
is offset by an increase of $3,915,000 for care, in naval medical facilities, 
of personnel and dependents of the other uniformed services, leaving 
an appropriation deficiency of $12,200,000, the amount of this sup 
plemental request. 

Mr. Sueprparp. Let the record show that with regard to this supple- 
mental we have had a thorough explanation in connection with the 
budget request for the same activities in the fiscal year 1958 budget 
estimates and that there is no further interrogation necessary upon 
the part of the committee because of the information that has been 
supplied. 

Mr. Wiaeiesworru. It is always a great pleasure to hear from 
Admiral Hogan. He comes from a very important district in this 
country, Mr. Chairman. 

Admiral Hocan. I am very proud of that. 

Mr. Suepparp. May I say that I thank you for your statement. 


Wepnespay, APRIL 17, 1957. 
SERVICEWIDE SUPPLY AND FINANCE 


WITNESS 


REAR ADM. R. J. ARNOLD, SUPPLY CORPS, UNITED STATES NAVY, 
CHIEF, BUREAU OF SUPPLIES AND ACCOUNTS 


Program and financing 


| ' 
| Presently Revised Difference 
| available estimate 
| | | 
PROGRAM BY ACTIVITIES | 
| 
Direct obligations } 
1. Supply distribution system $178, 339, 000 | $178, 339, 000 
2. Commodity control system 72, 242, 000 80, 242, 000 +8, 000, OOK 
3. Cataloging 10, 370, 000 10, 370, 000 
4. Servicewide finance 21, 834, 000 21, 834, 000 
5. Departmental administration 6, 859, 000 6, 859, 000 


Total direct obligations 289, £44, 000 297, 644, 000 +8, 000, 000 
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Program and financing—Continued 








Presently Revised Difference 
available estimate 
PROGRAM BY ACTIVITIES—continued 
Reimbursable obligations 
1. Supply distribution system ; $11, 879, 289 $11, 879, 289 
2. Commodity control system 405, 000 405, 000 | 
4. Servicewide finance 20, 000 20, 000 
5. Departmental administration 40, 000 40, 000 | 
Total reimbursable obligations 12, 344, 289 12, 344, 289 
Total obligations 301, 988, 289 309, 988, 289 +-$8, 000, 000 
FINANCING 
Unobligated balance brought forward (69 Stat. 438) 202, 289 202, 289 
Advances and reimbursements from other accounts 
Deliveries of materiel common to United States require- | 
ments ordered by military assistance in current year — 200, 000 — 200, 000 
All other —11, 942,000 | —11, 942, 000 
Anticipated reimbursements for future year deliveries of ma- 
teriel common to United States requirements ordered by 
military assistance in current year —380, 000 —380, 000 
Unobligated balance carried forward (69 Stat. 438 380, 000 380, 000 
Appropriation (adjusted) -- 289, 644, 000 297, 644, 000 +8, 000, 000 


Obligations by objects 


Presently Revised Difference 
available estimate 
Total number of permanent positions : 44, 364 44, 364 
A verage number of all employees 43, 395 43, 395 
Number of employees at end of year- , 43, 205 43, 295 
Personal service obligations | 
Permanent positions 7 $173, 890, 000 | $173, 890, 000 


Payment above basic rates 5, 946, 000 , 946, 000 } 


Total personal service obligations 179, 836,000 | 179, 836, 000 
DIRECT OBLIGATIONS 


01 Personal services 177, 361, 000 177, 361, 000 


‘ 

02 Travel . 1, 539, 000 1, 539, 000 
03 Transportation of things | 34,824, 000 42, 824, 000 $8, 000, 000 

04 Communication services 2 641, 000 2. 641, 000 

05 Rents and utility services : 7, 417, 000 7, 417, 000 

06 Printing and reproduction 3, 865, 000 3, 865, 000 

07 Other contractual services ; 13, 946, 000 13, 946, 000 

Services performed by other agencies 30, 961, 000 30, 961, 000 

Labor contracts with foreign governments ! 1, 306, 000 1, 306, 000 

Private foreien labor contracts ? 1, 801, 000 1, 801, 000 

08 Supplies and materials 13, 020, 000 13. 020, 000 

09 Equipment 844, 000 844, 000 

13. Refunds, awards, and indemnities 23. 000 23, 000 

15 Taxes and assessments 96, 000 96, 000 
Total direct obligations 289, 644, 000 297, 644, 000 +8, 000, 000 


REIMBURSABLE OBLIGATIONS 


01 Persona! serviess 2, 475, 000 2. 475.000 
07 Other contractual services 4, 8865, 000 4, 886, 000 
08 Supplies and materials 4, 983, 289 4, 983, 289 

Total reimbursable oblig 12, 344, 289 12, 344, 289 















Total obligations 301, 988, 289 309, 988, 289 +8, 000, 000 








Average number, 1,560. 
2 Average number, 983. 
Mr. SHepparpd. We will pick up the supplemental estimate in 
House document No. 115, for fiscal 1958, for ‘“‘Servicewide supply 
and finance.”’ That document reads as follows: 
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SERVICEWIDE SUPPLY AND FINANCE 


“For an additional amount for ‘Service-wide supply and finance’, $8,000,000, 
to be derived by transfer from the appropriation for ‘Marine Corps troops and 
facilities’, fiscal year 1957.” 

This proposed transfer is to provide additional funds for second destination 
transportation costs which have been running substantially higher than budgeted, 
primarily in transportation of petroleum products as a result of Navy redistribu- 
tion requirements during the Suez crisis, and increased transportation rates. 


We will insert pages 5 and 6 of the justifications in the record. 
(The information referred to follows:) 


SERVICEWIDE SupPpLY AND FINANCE, NAVY 
BupGet Activiry No. 2.—Commodity Control System 
1957 presently available : ‘ gan dthiden enw ue Ohepeeeyeue 
1957 revised estimate _ __ : : > . 80, 242, 000 


Difference. ........ oer ; Chi Adwanwen and, ee 


PROGRAM DESCRIPTION 


This budget activity provides funding for the centralized commodity control 
systeminthe Navy. There are two primary budget functions within this activity. 
The first funetion covers the operation of the supply demand control points 
which are field offices of the Navy engaged in the management of Navy inventories. 
\lthough there are increased requirements being placed on these offices because 
of the augmented operational activity of the Navy, supplemental funds are not 
being requested. The second budget function covers the transportation cost of 
moving material within the Navy in response to operational demand. The cost 
of transporting Navy material as directed by the supply demand control points 
or by field operating installations is chargeable to this budget activity. Funds 
for transportation of material are included within this activity in the following 
amounts: 


1957 presently available = 7 ; ._. $34, 824, 000 

1957 revised estimate ao : : 7 c 12. 824 000 

Difference : ae a = : _& O00, 000 
JUSTIFICATION OF REVISED ESTIMATE 


Funds appropriated by the Congress for transportation in fiseal year 1957 
totaled $34,501,000. Funds to the maximum extent available have been allo- 
cated for the following transportation cost functions: 


Post Office charges for transportation of military mail letane 
Commercial carrier and Military Sea Transportation charges for 
movement of Navy material_ =A ee .. 30, 021, 000 


$1, 803, 000 


LOte! slOestOGiksd cas Jeeels ick eae tiess tie Sole ete 34, 824, 000 


The allocated funds for transportation of military mail are considered adequate 
to meet minimum requirements. Funds for movement of Navy material are 
inadequate to meet requirements to the extent of $8 million. 

Increased requirements for transportation of petroleum products are resulting 
from a combination of factors. First, the sustained higher level of fleet activity 
is resulting in a sharp upward consumption rate for petroleum products. This 
higher consumption of petroleum is occurring during a period in which the pattern 
of petroleum contract sources is changing significantly. In the face of increased 
demand and constantly changing sources, the Navy must redistribute fuel to 
meet fleet deployment requirements. Petroleum products must be redistributed 
from continental storage to overseas storage. Reserve fleet tankers to provide 
this petroleum lift have been activated and assigned to the Military Sea Trans- 
portation Service by the Chief of Naval Operations. 

There are further unbudgeted costs being incurred under this appropriation 
which are not included in this supplemental estimate. Every effort is being made 


91009—57 15 
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to meet these costs by reprograming. These costs include the cost of handling 
and outloading the increased requirement for fleet material which is further 
complicated by sharp wage increases for per diem employees. 

Mr. SHepparp. Admiral, you are requesting an increase of $8 
million in Servicewide supply and finance, particularly for activity 
No. 2, “Commodity control system. ” What is the reason for the 
increase bei ing requested at this point? 

Admiral Arnotp. The increase lies solely in transportation of 
petroleum products. In the late summer and early fall of 1956 fleet 
operations in the Mediterranean area were inc ‘reased and at the same 
time our source for petroleum products in that area dried up due to the 
closure of the canal. At the same time the allocation of fuel we might 
have been able to get from gulf sources—not gulf United States but 
Aruba, the Dutch Islands—dried up a bit because of increased require- 
ments from other sources for that oil. 

As a result of that, we were obliged to redistribute stocks of oil 
which we had in storage in the continental United States. 

Mr. SHepparp. You had to redistribute them? 

Admiral ArNotp. Yes, sir, to the Mediterranean area. Inasmuch 
as those were Navy-owned stocks, the cost of that transportation 
then became chargeable to our appropriation, instead of being in- 
corporated in the cost of the fuel, as would have been the case if we had 
lifted directly from a contractor’s plant. 

Another factor is that about the same time there was a serious 
shortage of tankers and we had to change a little bit the pattern of our 
using Navy tankers. Whereas before thev would stop at a number 
of contractors’ activities, refineries, to pick up cargoes, we were obliged 
then in order to save tanker space to stop at a single Navy depot in 
order to obtain the whole cargo at the one stop. That again made the 
cost of transportation chargeable to this appropriation. 

Further, in fiscal 1957 our Military Sea Transportation Service 
found it necessary to increase its rates for ocean-cargo Movement 
and our cost was $804,000 under this appropriation due to that 

Now the total of these additiona ut costs for which we are asking the 
supplemental appropriation is $8 million. Our total additional re- 
quirements for Cesnsportaticn are $8,323,000, and we are absorbing 
$323,000 of ti from other programs, and we are accordingly asking 
for a piableasciite! of $8 million. 

Mir. SHepparp. Under the rate tocreese you referred to, was that 
an arene that was necessarv wichin the Derartment or wos i 
arbitrary increase set for you and one vou had to pursue? 

Ac imiral ARNOLD. It mizht be called a rate set by a carrier. In 
this case it is the Military Sea ‘Transportation Service, which is a 
carrier for all three services. That rate Wits due to their increased 
cost of operation, but | am not entirely familiar with it. 

Mr. SuHspparp. The rate was conan set so far as vou wer 
concerned? 

Admiral Arnoup. That is right. 

Mr. Suepparp.’ You had to do it, you either had to accept it o1 
not use it; is that right? 

Admiral Arnoup. That is right. 

Mr. Suepparp. Are there any questions upon this item, Mr 
Wigglesworth? 

Mr. Wiaeieswortu. Do you have a computation of this SS 
million? 
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Mr. Moor. The first piece is for redistribution of petroleum prod- 
ucts for overseas consumption by the fleet due to the lack of source 
availabilitv overseas. This amount of money is $4,014,000. 

The second element of the $8 million requirement is for the trans- 
portation of aviation gasoline. This is a requirement resulting from 
the single pipeline de livery to Navy sources and then the transporta- 
tion in MSTS vessels for aviation gas. This amount results in a cost 
of $3,182,000. 

The third element, which is the increased rate established by the 
Military Sea Transportation Service, is in the amount of $804,000 
The total of these additional costs is the $8 million. 

Mr. WiceGiesworra. What is the increase in rate? 

Mr. Moor. The average increase in rate is 12 percent. There have 
been 2 rate increases during the year by Military Sea Transportation 
Service, 1 at 12% percent effective November 1 

Mr. Wiee.tesworrH. From what to what? 

Mr. Moor. From the then going tariff rates which were established 
as of July 

Mr. WiaaLeswortu. What was the rate? 

Mr. Moor. They are varying rates depending upon origin, destina- 
tion, and product. There are hundreds of rates depending upon the 
product you are lifting and where it is going. There is an average 
increase over the then existing tariff rates. 

Mr. WiacLeswortu. What was the average rate? 

Mr. Moor. I think the average rate would have to be expressed in 
a ton-mile average rate. 

Mr. WiaGLeswortH. How do you arrive at the $804,000? 

Mr. Moor. The $804,000 was arrived at at the percentage rate 
increases which amounted to this 12 percent applied to our total 
dollar requirement for the Military Sea Transportation Service, 
which on an annual basis amounted to $1,608,000. The average 
effect of the rate will be a half year during fiscal 1957. 

Mr. WiaaueswortnH. That is, the crease was only effective for 
6 months? 

Mr. Moor. That is right, sir. 

Mr. Wiceieswortu. The first item, “Redistribution of products 
for overseas,’ $4,014,000, that is a result of the closing down of sup- 
plies in the Near East? 

Mr. Moor. That is right, sir, at the same time there was increased 
fleet activity in the Mediterranean. In other words, there was in- 
creased consumption and drying up of source availability at the same 
time. 

Mr. WicGiesworts. What about the aviation gas increase of 
$3,182,000? Why does that result? 

Mr. Moor. The increased requirement for transportation of avia- 
tion fuel resulted from the lack of tanker availabilitv. The lack of 
tanker availability made the Navy change its pattern of picking up 
aviation gas. 

Where it used to go directly to the refinery of the contractor and 
pick up fuel and one tanker would make several stops, the lack of 
tanker availability made the Navy concentrate its pickups at Navy 
depots, and it got pipeline delivery to Navy storage and then a single 
stop tanker to pick up that Navy fuel. 

Mr. WiacieswortuH. What was the cause of lack of tankers? 
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Mr. Moor. I think it resulted from a worldwide situation, Mr 
Wigglesworth, and as a result the Chief of Naval Operations has 
activated additional tankers. The situation should be alleviated in 
this last quarter of this fiscal year. 

Mr. WieecLteswortH. There is no change in the estimate of your 
overall requirements? 

Mr. Moor. No, sir. This $8 million is a net increase after absorbing 
the additional cost to the extent we can within the appropriation. 

Mr. WicGLeswortnH. I mean your estimated requirements for the 
full fiscal year are identical with what they were when you were here 
a year ago. 

Mr. Moor. Our overall requirements within the Navy for fuel are 
up but the product price of fuel is not in this appropriation, which 
means a part of this $8 million is for transportation resulting from 
the increased consumption of fuel, Mr. W igglesworth. 

Aside from that, our overall requirements remain the same. 

Mr. WiacieswortnH. That is all, Mr. Chairman. 

Mr. SHepparp. Thank you, Admiral. 


SUBCOMMITTEE ON DEPARTMENTS OF STATE AND JUSTICE AND 
THE JUDICIARY AND RELATED AGENCIES APPROPRIATIONS 


JOHN J. ROONEY, New York, Chairman 


PRINCE H. PRESTON, Georgia FREDERIC R. COUDERT, Jr., New York 
ROBERT L. F. SIKES, Florida FRANK T. BOW, Ohio 
DON MAGNUSON, Washington CLIFF CLEVENGER, Ohio 


Turespay, APRIL 2, 1957. 
THE JUDICIARY 
CARE OF THE BUILDING AND GROUNDS, SUPREME CouRT 


WITNESSES 


ELMORE WHITEHURST, ACTING DIRECTOR, ADMINISTRATIVE 
OFFICE, UNITED STATES COURTS 

JOHN C. BROWN, BUDGET AND ACCOUNTING OFFICER 

EDWIN L. COVEY, CHIEF, DIVISION OF BANKRUPTCY 

WILLARD L. HART, CLERK OF THE COURT 


Mr. Roonry. The committee is this morning in receipt of House 
Document No. 144, within which is contained a request by the judici- 
ary, Supreme Court of the United States, ‘Care of buildings and 
grounds,” for additional amount for care of building and grounds, 
$7,500. 

At this point in the record we shall insert the language at the lower 
part of page 2 of House Document No. 144, together with the page 
of justifications which indicates that this request is the result of an 
increase in wage-board prevailing rates 

(The material referred to is as follows:) 
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(H. Doc. 144) 
SUPREME Court oF THE UNITED States 
“CARE OF THE BUILDING AND GROUNDS 


“For an additional amount for ‘Care of the building and grounds’, $7,500. 

“The appropriation ‘Care of the building and grounds’, for the fiscal year 1957, 
shall be available for payment of retroactive wage-board pay increases effective Decem- 
ber 2, 1956, to those employees (commonly known as wage-board employees) whose 


compensation is fixed and adjusted from time to time in accordance with prevailing 
rates (6 U. S. C. 1082 (7)).” 


JUSTIFICATIONS 
CARE OF THE BUILDING AND GROUNDS, SUPREME COURT 
Supplemental estimate, 1957, $7,600 


For 1957, $194,000 was appropriated for care of the Supreme Court buildings 
and grounds, of which $169,400 was allocated for personal services. An additional 
amount of $7,500 is requested for the fiscal year 1957 to meet increased pay costs, 
as follows: 

Under the provisions of Public Law 763, 83d Congress, 31 laborers and me- 
chanics are compensated on a wage-board, prevailing rate basis. Public Law 763 
provides that the compensation of such employees shall be fixed and adjusted 
from time to time as nearly as is consistent with the public interest in accordance 
with prevailing rates. 

Following a general survey of governmental and industrial employees’ wages in 
the Washington metropolitan area in the past year, higher rates were established, 
effective December 1956, for most laborer and mechanic positions. As such new 
rates could not be put in effect by the Architect of the Capitol, last December, 
without at the time incurring a deficiency, authority is now requested to grant 
these employees retroactive pay increases, effective December 2, 1956. 

The total cost of these increases for the period, December 2, 1956, to June 30, 
1957, is $7,500. As no savings are available under the ‘Care of the building and 
grounds”’ appropriation to meet the cost of these pay increases, it is necessary to 
request for such purpose a supplemental appropriation of $7,500 for the fiscal 
year 1957. 


Court or CLAIMS 
SALARIES AND EXPENSES 


Mr. Rooney. The next item is also under the judiciary and con- 
cerns the “Court of Claims, salaries and expenses.’”’ This request is 
at page 9 of House Document No. 115, “Court of Claims, salaries and 
expenses,”’ for an additional amount for salaries and expenses, $50,400. 

We shall at this point insert pages 2 and 3 of the justifications. 

(The pages referred to are as follows:) 


Court or CiLAIMs 


Salaries and expenses, Court of Claims, 1957 


Appropriation to date er , ‘ 7 : $693, 000 
Obligations to Dee. 31, 1956 : : 2 _ 362, 210 
Expenditures to Dec. 31, 1956 priagl Dae ee ee a — _ 323, 046 
Judget estimate next fiscal year a> ao aad ‘ ae 810, 855 


Request : : side : oe i hg Se ls oc ee 50, 400 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds requested are needed to pay the salaries of the commis- 
sioners of the Court of Claims during the fiscal year 1957 at the higher rates 
approved for these positions effective July 1, 1956, by the Federal Executive Pay 
Act of 1956 (Public Law 854, approved July 31, 1956) for which no provision 
was made in the regular annual appropriation for 1957. 
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The salaries of 12 commissioners of the Court of Claims were increased from 
$14,800 to $19,000 per annum by the recent act involving an annual additional 
cost for their salaries of $4,200 each or a total of $50,400. Since this new expense 
cannot be absorbed with the funds currently available to the court it is necessary 
to ask that a supplemental appropriation of $50,400 be approved by the Congress. 

Mr. Rooney. This is to cover increased salaries of commissioners 
of the Court of Claims, is it? 

Mr. Wuiteuurst. Yes, sir. 

Mr. Rooney. Legislation has been passed which increases salaries 
from $14,800 each to $19,000 per annum? 

Mr. Wuirenvurst. That is the Federal Executive Pay Act of 1956, 
approved July 31, 1956. 

Mr. Roonry. How much of this can be absorbed, Mr. Whitehurst? 

Mr. Wuirenxutst. $16,000, I am informed by the Court of Claims. 
Mr. Willard Hart, the clerk of the court, is here. 

Mr. Rooney. Do vou expect to obligate all of the funds appro- 
priated in the coming fiscal vear? 

Mr. Wuitrenvrst. I will ask Mr. Hart to answer that question. 

Mr. Harr. Yes, sir. 

Mr. Rooney. That is, with the exception of $16,000. 

Mr. Hart. Yes: that is right. 

Mr. Rooney. Are there any questions with regard to this? 

Mr. Bow. Mr. Chairman, are there any vacancies now? 

Mr. Wuitenurst. One vacancy, I understand. 

Mr. Harr. We have 12 commissioners and the public act that was 
just read by Mr. Whitehurst provides for the payment of $19,000 for 
12 commissioners. 

Mr. Bow. Are there any vacancies among the commissioners? 

Mr. Hart. We have one at $14,800 we have not filled. That is 
why we are able to concede the $16,000. The statutes authorized 15, 
but we don’t have the money for that number. _ 

Mr. Bow. You have 12 now? 


Mr. Hart. Yes, sir. 
Courts oF APPEALS, District Courts AND OTHER JUDICIAL SERVICE 
SALARIES OF JUDGES 


Mr. Rooney. The next item is entitled “Courts of appeals, district 
courts and other judicial services, salaries of judges.”’ This request is 
contained at page 10 of House Document 115, and is in the amount of 
$300,000, to be derived by transfer. 

We shall at this point insert the justifications with regard thereto, 
which are pages 4, 5, 6, and 7 thereof. 

(The pages referred to are as follows: 


Salaries of judge “a 19457 


Salaries of judges: For an additional amount for salaries of judges, to be 
derived by transfer from the appropriation ‘‘Salaries of supporting 
personnel’’_ la in ea ng aa eal oe 5300, 000 


Salaries of judges, 195? 


Appropriation currently available__- 
Obligations to Dee. 31, 1956_ ~- 
Expenditures to Dec. 31, 1956 

Budget estimate next fiscal vear__ 
Request 


bs siesta pigr sa cera aie ait $8, 406, 000 
Bite bloat ae a contains (ey OO ON 
ras <liescoper pte Ie amieghns sah <4 
sa inh ls tad caress as ta, , <a 
fecal a Tae clara 300, 000 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


An additional appropriation of $300,000 is needed in the current fiscal year to 
pay the salaries of United States Judges (except the Chief Justice and Associate 
Justices of the Supreme Court) and the justices and judges of the Supreme Court 
and circuits courts of Hawaii. The costs for salaries of judges this year have 
increased due to the enactment of Public Law 500, approved April 30, 1956, which 
raised the salaries of the Supreme Court and circuit court judges of the Territory 
of Hawaii, the act of July 31, 1956, Public Law 854, which raised the salary of the 
district judge of Guam, the rise in the number of retired judges of 11 over the 
preceding year and the higher average service of active circuit and district judges 
than was anticipated or provided for in 1957. 

The statutory increases in the salaries of certain judges referred to above 
account for the following increases in costs: Public Law 500, approved April 30, 
hte raised salaries of Territorial judges of Hawaii effective May 1, 1956, as 
ollows: 


| 
From— To— |  Inerease 
7 = aoe mabe —|— ‘ 
Chief justice, 1 4 ‘ | $10, 500 $12, 250 | $1, 750 
Associate justice, 2 : y 10, 000 11, 900 3, 800 
Circuit judges 
ist circuit, 7. . 7, 500 9, 375 13, 125 
Other circuits, 3 . ; a 7, 000 9, 375 7, 125 
Total 25, 800 
Public Law 854, approved July 31, 1956, raised salary of dis- 
trict judge of Guam effective July 1, 1956, from $13,125 to | 
$19,000 , ‘ | 5, 875 
Potal statutory increases. -...-- ‘ 31, 675 


The average number of active and retired judges so far this fiscal year has 
been 383. This exceeded by 10 the average number of 373 for which provision 
was made in the 1957 appropriation. The number of both active and retired 
judges has been greater than in 1956. Obligations for judges’ salaries for the 
first 6 months of 1957 totaled $4,358,291. At the present time there are 381 
judges on the payroll, and the provision necessary to meet their salary payments 
for the remaining half of the year exceeds the amount available for this purpose 
by approximately $225,000. An additional appropriation of this amount is 
needed to pay the present judges’ salaries. 

It is estimated that of the 12 existing judicial vacancies about one-half will be 
filled for approximately 3 months of the current fiscal year. Since the appropri- 
ation available for 1957 is already overobligated due to the factors referred to 
above, it is requested that the additional sum of $43,325 be approved to pay 
the salaries of prospective new judges to be appointed between now and June 
30, 1957. 

The overall additional amount required for the fiscal year 1957 is therefore 
$300,000. It is proposed that the additional funds required for judges’ salaries 
be provided by transferring the sum of $300,000 from the appropriation ‘‘Sal- 
aries of supporting personnel, the judiciary, 1957.” A substantial unobligated 
balance is accumulating in the latter appropriation due mainly to the inability 
to recruit all of the additional probation staff authorized for the current year as 
early as had been anticipated. The savings on this account could therefore be 
made available for the payment of judges’ salaries. 


BREAKDOWN OF REQUEST FOR TRANSFER OF FUNDS 


Mr. Rooney. What are the details of this request for the $300,000 
transfer? 

Mr. Wuitenurst. $25,800 of it is required by reason of an act of 
Congress raising the salaries of the Territorial judges in Hawaii. 
Part of their salary is paid by the Federal Government. 

The Executive Pay Act also had the effect of increasing the salary 
of the judge in Guam, and $5,875 is needed for that purpose. 

There has been an increase in the number of retired judges whose 
positions have been and are being filled by the appointment of other 
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judges. The salaries of retired judges and justice are paid from this 
appropriation. 

For example, there have been two recent retirements from the 
Supreme Court. When a justice of the Supreme Court retires, his 
salary becomes payable from this appropriation. That added $70,000 
annually to the obligations on this appropriation. 

The amount necessary to take care of this item of retired judges 
is $227,174, and the remainder of $41,151, we think will be needed 
to take care of additional appointments of judges expected during the 
remainder of the current fiscal year. 


JUDICIAL VACANCIES 


Mr. Roonry. How many? 

Mr. Wuirtexurst. There are about 10 or 12 vacancies among 
Federal judgeships now. 

Mr. Brown. Twelve vacancies exist at the moment, but judges 
have actually been confirmed to fill 2 of those vacancies, and 2 more 
nominations are pending. So we actually have a potential increase 
of 4 judges at present whose salaries will amount to $23,250. We are 
also including a sum of around $18,000 for further appointments of 
judges this year and that makes the total of $300,000. 


OFFICE SPACE FOR RETIRED JUDGES 


Mr. Rooney. These retired judges who receive the compensation 
to which you referred, are also furnished with office space, are they 
not? 

Mr. Wuirenurst. They are entitled to office space and personnel, 
provided they perform a substantial amount of judicial work. They 
are eligible upon assignment to perform judicial services. Some of 
them whose physical condition and age permits, perform a great deal 
of judicial work. It is almost as much as if they had not retired. 
Their services are very valuable. 

In that event, the Administrative Office is authorized by the 
Judicial Conference to furnish them the necessary personnel and to 
see that they are properly accommodated in quarters. 

If a question arises as to whether the amount of judicial work which 
they perform is substantial, the question is to be decided by the 
Judicial Council of the circuit. 


AVAILABILITY OF FUNDS DUE TO PROBATION STAFF VACANCIES 


Mr. Roonry. This money which you propose to transfer, that is, 
the amount of $300,000, would be transferred as the result of your 
failure to increase the probation staff with the funds which were 
already appropriated to you? 

Mr. Wuitrenurst. It was not found possible to secure qualified 
probation officers as rapidly as we had hoped. You know the Judicial 
Conference has recommended to the judges very strongly that they 
appoint as probation officers only men who have certain very high 
standards, including an age limit of 21 to 45, a college education evi- 
denced by a degree of bachelor of arts or bachelor of science or an 
equivalent degree, and 2 years of experience in work for the welfare 
of others, or 2 years of specialized graduate training along social lines. 
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It is difficult to secure qualified men, but I think it is better and the 
Conference and the courts have thought it better to take the time 
necessary to get the qualified men rather than to appoint somebody 
who doesn’t meet the standards. We have been very much encour- 
aged by the high percentage of the appointees who do reach the 
standards. You can tell, Mr. Brown, about how many appointments 
have been made. 

Mr. Rooney. You know, Mr. Whitehurst, | am afraid that in due 
time you will become just as long-winded as your kindly and efficient 
predecessor, Mr. Chandler. 1 asked a very simple question and we 
are now off into a long essay on the subject. I think we might more 
readily understand this if you were to tell us how many vacant posi- 
tions you have on the probation staff at this time. 

Mr. Brown. We have still 33 to go, Mr. Chairman. 

Mr. Rooney. Are you getting along all right without those 33? 

Mr. Brown. We are getting along. 


SUGGESTED REMOVAL OF PRINTING AND SUPPLY ACTIVITIES FROM 
SUPREME COURT BUILDING 


Mr. Rooney. You have a lot of printing presses and machinery 
over there in the Supreme Court Building. Do you use that machinery 
for getting out material with regard to the District of Columbia 
courts? 

Mr. Wuirenurst. We use it primarily to get out material for the 
Judicial Conference, surveys and reports of the conference com- 
mittees, but of course there are times when it is not being used for 
that purpose and we then use it to prepare forms for the District 
courts and for the courts of appeals. 

Mr. Roonry. Why couldn’t work such as the multigraphing of this 
letter for the Office of the Jury Commission, United States District 
Court for the District of Columbia, be done at some area other than 
the Supreme Court Building? Doesn’t the District have sufficient 
space to install machines and have that work done there? 

Mr. Wuirenurst. We have never had that work done by the 
District court. I don’t believe it would be as economical as for us 
to do it for all the courts throughout the country and to fit it into 
times when our machines are not otherwise engaged. 

Mr. Rooney. But you have what has now become a big operation 
over there in the Supreme Court Building. I had no idea it was so 
extensive until { went through the premises 1 day last week. You 
can’t carry on a conversation because of the noise of the heavy 
machinery in some of the areas over there. I wondered why a letter 
such as this could not be handled in part of the huge space we have 
in the United States District Court House which we built here in the 
District. 

Would you care to comment on that? 

Mr. Wuirenurst. We have been informed that there is no space 
available for those activities in the district court. 

Mr. Rooney. Why don’t you make inquiry with regard thereto? 

Mr. Wurrenurst. I have done so, sir. I have asked if we could 
get some space in the district court, and it has been declined. 

Mr. Rooney. How recently, Mr. Whitehurst? 

Mr. Wuireuurst. Within the past 2 or 3 months. 
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Mr. Roonry. Who told you that? 

Mr. Wurrrenurst. Mr. Marques, the administrative assistant of the 
chief judge. 

Mr. Rooney. I don’t believe all this printing and the use of noisy 
machinery and the backing up of big trucks with supplies for the courts 
should be carried on in that beautiful Supreme Court Building. 1] 
do, however, think that the Administrative Office of the Courts 
should be there. But the heavy operations should be conducted at 
some place more appropriate than the Supreme Court Building. 

Mr. Wurrenvurst. We should like very much to get it out of the 
Supreme Court Building. 

Mr. Roonry. What do you propose in square footage elsew! here in 
order to get out of the Supreme Court Building? How much square 
footage did you ask for? 

Mr. Wurrenursr. We asked for 30,000 square feet. 

Mr. Brown. That was to take care of more than the operations 
you mentioned. 

Mr. Wurrrnovrsr. It was to take care of about twenty thousand- 
some-odd feet which we now occupy. There were two reasons whv 
we felt we needed more: One was because we are very cramped and 
crowded now, and our office personnel needs to expand. We need 
more space for the people we have and the additional persons that are 
needed and have been authorized by the committee. The second i 
the Supreme Court Building will carry a much heavier weight load 
per square foot than most commercial buildings. 

Mr. Brown. We had asked for 30,000 square feet, Mr. Chairman, 
but that contemplated a more extensive move from the building than 
you are speaking of here. 

Mr. Roongry. How much square footage will be required for a move 
such as the one I have in mind, moving out the supply room and the 
printing g presses and machinery’ 

Mr. Brown. Of course, in ms raking up the overall estimate which 
we submitted before, we considered that part of the service and the 
space it involved. We found that about 10,000 square feet of ware- 
house space would be needed and about 7,000 square feet of office 
space would be required for a move such as you have mentioned. 
That will be about 17,000 square feet as opposed to the 30,000. 

Mr. Rooney. All in one place? Was that your proposal? 

Mr. Brown. Yes; all in one place. 

Mr. Wuitenvurst. Yes. We hope it will be all in one place, but 
that is not essential. 

Mr. Brown. As long as it isn’t split up too much. 

Mr. Wuirrnurst. The General Services Administration told us 
that the first thing we were required to do was to procure the funds 
then they would put the project on the market and ask for bids and 
see what was available for us. They were unable to tell us where the 
space would be located until we had funds to defray the cost. Of 
course, a landlord couldn’t be expected to tie up space for 6 months, 
perhaps, from the time that we made the request until the time the 
money would be available. 

A lot of our work is in relatively small quantities, for widely dis- 
tributed courts. We try to service the courts as best we can. As 
far as the supplies are concerned, we find that it is more economical 
to get the things that the courts want and need and ship them out to 
them, although we are constantly securing materials ——— 





| 
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Mr. Rooney. But you see, the use of that space in which you 
now have your supply room—which I think is very economically 
used—occasions the delivery of the supplies by trucks. 

Mr. Wuirenurst. That is right. Ve have one truck. 

Mr. Rooney. The question in my mind is whether or not such a 
beautiful building as the Supreme Court, which is only what—about 
22 years old? 

Mr. Wuirenurst. It was erected about 1935. 

Mr. Rooney (continuing). And is one of the showplaces of Wash- 
ington, should have trucks backing up there delivering supplies. 

Mr. Wuirencrsr. | agree with you. I would like very much to 
get them out. I very much hope the committee will make it possible 
for us to get those operations out of the building. 


ESTIMATED COST OF MOVING PRINTING AND SUPPLY ACTIVITIES 
* Mr. Roonry. How much do you estimate the move of the supply 
room and the areas in which you use this machinery would cost? 

Mr. Wuitenuvrst. | believe we could do it for $50,000. 

Mr. Roonry. What was the amount in the justification? 

Mr. Warrexurst. $113,500. 

Mr. Roonry. Do you think you could do it for $50,000? 

Mr. Wuirenurst. Yes, sir. 

Mr. Rooney. Any questions, Mr. Sikes? 

Mr. Sikes. No questions, Mr. Chairman. 

Mr. Rooney. | should like to insert this letter that I took off one 
of the presses in the United States Supreme Court building. 

The material referred to 1s as follows:) 


Orrick or vHE JurY Commission, UNritrep States Distrricr Court FOR THE 
District OF COLUMBIA 


WASHINGTON 1, D. C. 


Dear Cirizen: Our records indicate that you have served as a juror in the 
courts of the District of Columbia in the past, and that your last term of jury 
service was performed during the year. 

Your name is again on a list of persons who are being considered for jury service 
at some future date. 

In order to assist the jury commission in determining, before you are again 
summoned to appear, whether you still meet the legal requirements for service 
as a juror, and so that any lawful excuse or exemption which you may have may 
be considered before you are called, it is requested that you answer all questions 
contained in the enclosed questionnaire and return it within 10 days, using the 
self-addressed return envelope which requires no postage and is furnished for 
your convenience. 

Compliance with these instructions is essential to the public interest, and your 
cooperation is respectfully requested. 

Your very truly, 
THe Jury ComMISSION 


FrEs or JURORS AND COMMISSIONERS 


Mr. Rooney. The next item is entitled ‘‘Fees of Jurors and Com- 
missioners.”’ It is a request for an additional amount of $160,000. 
This appears at page 10 of House Document 115. The details thereof 
are to be found at pages 8, 9, and 10 of the justifications. We shall 
insert those pages at this point in the record. 

(The pages referred to are as follows:) 
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FEES oF JURORS AND COMMISSIONERS, UNITED STATES Courts, 1957 


“Fees of jurors and commissioners: For an additional amount for fees of jurors 
and commissioners, $160,000.” 


District Courts 


Fees of jurors and commissioners, United States Courts, 1957 


Appropriation currently available $4, 250, 000 
Obligations to Dec. 31, 1956 7 565, 802 
Expenditures to Dec. 31, 1956_- 1, 565, 558 
Budget estimate next fiscal year 4, 400, 000 
Request 160, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds requested for the fiscal year 1957 are needed to pay the 
fees, expenses, and costs of jurors for service in the Federal courts during the 
current year. 

Payments on account of jury service in 1956 totaled $3,729,814 or almost 
$90,000 more than the amount currently available for 1957 for this purpose of 
$3,640,000. During the first 6 months of 1957 the costs for juries increased about 
2 percent over the costs for the similar period of 1956. At the present rate of 
expenditure, it is estimated that the total costs for jury service in 1957 will 
amount to $3,800,000 or $160,000 more than the appropriation currently available 
for such costs of $3,640,000. An additional appropriation of $160,000 will be 
needed if the present trend in the payments to jurors continues for the remainder 
of the fiscal year 1957. 

Mr. Rooney. What were the obligations for the first 6 months of 
the current fiscal year for fees of jurors and commissioners? 

Mr. Brown. Fees of jurors, $1,401,037. I don’t have the com- 
missioner’s figure with me, Mr. Chairman. I can insert that in the 
record for you. But the 6-month juror figure compares with last 
year’s obligations for the same period of $1,375,511, or an increase of 
1.86 percent in jurors’ costs alone. 

I can say from my own investigation of the commissioner’s item 
that it is running just about the same as it did last year, when we 
oe nt roughly $600,000 for the year. 

Mr. Ron y. What were the obligations for the first 6 months of 
fiscal year 1956? 

Mr. Badw nN. For jurors, $1,375,511— 

Mr. Roonny. 1956? 

Mr. Brown. Fiscal year 1956; ves, sir. I have a little chart here 
that perhaps will give you some of the information you are seeking. 

Mr. Rooney. Very well, we shall insert this chart at this point in 
the record. 

(The document referred to is as follows:) 
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Cost of juries 





Month Fiscal year Fiscal year Percentage 
1956 1957 of change 
July pets $36, 072 $68, 216 
August 83, 976 102, 618 
September 156, 539 170, 698 
October 259, 045 308, 593 
November 382, 690 
December -_ - 457, 189 
6-month total J 1, 375, 511 l, +1. 86 
January _. 230, 402 
February 355, 927 
&-month total 1, 961, 840 1, 992, 609 +1. 57 
March 382, 218 
April_. 380, 067 
May 385, 039 
June... 439, 483 
After June 180, 052 
Grand total 3, 728, 699 1 3, 800, 000 +1. 91 
1 Amount available, $3,640,000 plus $160,000 proposed supplemental 


SALARIES OF REFEREES 


Mr. Roonry. The next item is entitled “Salaries of referees.”’ 

Mr. Wurrenvrst. I will ask Mr. Covey to justify that. 

Mr. Rooney. This request is also contained in House Document 
No. 115 at page 10 thereof, and is a request for an additional $253,000. 
We shall at this point in the record insert pages 11, 12, 13, and 14 of the 
justifications. 

(The documents referred to are as follows:) 

SALARIES OF REFEREES, UNrrep Sratres Courts, 1957 

“Salaries of referees: For an additional amount for ‘Salaries of referees,’ 
$253,000 to be derived from the referees salary fund established in pursuance of 
the Act of June 28, 1946, as amended (11 U.S. C. 68).” 


Disrricr Courts 


Salaries of Referees, United States courts, 1957 (indefinite appropriation, special 
account) 


Appropriation to date $1, 233, 500 
Obligations to Dee. 31, 1956 b % 620, 714 
Kxpenditures to Dee. 31, 1956 598, 028 
Judget estimate for next fiscal year 1. 699, 000 
tequest : 253, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


An additional amount of $253,000 is requested for the fiseal year 1957 This 
amount is composed of the following items: 
Cost of salary increases for referees and cost of salaries of additional 

referee positions authorized by the Judicial Conference of the United 


States at the September 1956 meeting $246, S00 

Cost of referees’ salary increases authorized at the March 1956 meeting 
of the Judicial Conference 6, 200 
Total amount requested 253, 000, 


Under the provisions of Publie Law 518, 84th (‘ongress approve d May 10, 1956, 
the upper limits upon the salaries which the Judicial Conference may set for 
referees in bankruptey were increased from $12,500 to $15,000 a year for full-time 
referees, and from $6,000 to $7,500 a vear for part-time referees After making a 
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comprehensive review of the salaries of all referees in bankruptey the Judicial 
Conference in its September 1956 meeting approved increases in the salaries of 156 
referee positions. ‘These increases took into account the rise in the volume of 
business in the territory of each referee since the salary of the position was last 
adjusted, and consideration was given to rising prices and the general upward 
trend in salaries and wages in recent years. Except in a few instances the salary 
increases were made effective October 1, 1956, subject to the procurement of the 
necessary supplemental appropriation. 

In addition to the increases in compensation authorized, the Judicial Conference 
also created 3 new referee positions where the increasing business of the bank- 
ruptcy courts made such action advisable; changed 7 part-time positions to a 
full-time basis to provide enlarged service to the bankruptcy courts, and abolished 
3 small part-time positions which were found to be no longer necessary to the 
orderly dispatch of the work of the courts. 

An amount of $6,200 is requested to provide for the net cost of the salary 
increases and changes in arrangements for referees authorized by the Judicial 
Conference at the March 1956 meeting. The changes authorized were to be 
effective April 1, 1956, subject to the procurement of a supplemental appropria- 


tion for the fiscal year 1956. Additional funds for this purpose in 1956 were 
provided in the Second Supplemental Appropriation Act, 1956 (Public Law 533, 
approved May 19, 1956). However, the annual appropriation for 1957 did not 


provide funds to cover these salary changes because they were approved by the 
Judicial Conference after the estimates for 1957 had been submitted to the 
Congress. 

The supplemental funds requested in this estimate should be made available 
out of the referees’ salary fund, which is composed entirely of payments by parties 
to bankruptcy litigation for the services of the referees in bankruptey. The 
added cost will be well within the receipts into the referees’ salary fund in the 
current fiscal year. 


CHANGES IN SALARIES AND ARRANGEMENTS FOR REFEREES IN 
BANKRUPTCY 


Mr. Rooney. Mr. Covey, do you have a table showing the former 
salary structure, the increases, and the total now received? 

Mr. Covey. Yes, sir. 

Mr. Rooney. May we have it, please? 

Mr. Covey. That is a detailed statement of each position prior to 
the increases authorized by the Judicial Conference in September of 
last year. 

Mr. Rooney. We shall insert this tabulation of changes in salaries 
and arrangements for referees in bankruptcy at this point in the 
record. 

(The document referred to is as follows:) 
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Tabulation of changes in salaries and arrangements for referees in bankruptcy, 
authorized by the Judicial Conference of the United States at its September 1956 
meeting, effective Oct. 1, 1956, subject to the procurement of the necessary appro- 
priation 


Type of position Annual salary 


District Regular place of 


oflice 


Present | As fixed Present | As fixed 


- —_ 








District of Columbia 


Washington 


Part-time. 


Part-time 




















| $6, 000 $7, 500 
Ist circuit } | 
Maine Portiand Full-time Full-time 11,250 | 113,750 
Massachusetts Boston. do do 12, 500 15, 000 
do do do | , £00 | 15, 000 
do do do | , 500 | 15, 000 
New Hampshire Manchester Part-time_ Part-time | , 500 | 5, 000 
Rhode Island Providence do do 6, 000 | 7, 500 
Puerto Rico San Juan J do do 4, 500 | 5, 000 
2d circuit 
Connecticut Hartford Full-time Full-time | 12, 500 | 15, 000 
Bridgeport do do 12. 500 | 15, 000 
New York (northern) Utica lo do 11, 250 | 13, 750 
Albany do 1o 9, 000 | 11, 250 
New York (southern) New York do do 12, 500 | 15, 000 
do ana do do 12, 500 | 15, 000 
do ae do lo 12, 500 | 15, 000 
do _do | ee 12, 500 15, 000 
Yonkers } Part-time Part-time 5, 000 | 5, 500 
Poughkeepsie - - do lo 2, 500 3, 500 
New York (eastern). Brooklyn Full-time Full-time 12, 500 | 15, 000 
| do do do 12, 500 15, 000 
Jamaica do do 12, 500 15, 000 
New York (western Buffalo do do 11, 250 | 13, 750 
Rochester lo do 9, 000 10, 000 
Vermont Rutland Part-time Part-time 2, 400 3, 000 
Burlington do do 3, 000 3. 000 
3d_circuit: 
Delaware Wilmington do ‘ do 4, 000 5. 000 
New Jersey Newark Full-time Full-time : 15, 000 
Trenton do do 15, 000 
Camden 2 Part-time do 5, 15, 000 
Pennsylvania (eastern Philadelphia Full-time do 12, 500 15, 000 
do lo do 12, 500 15, 000 
Reading ; Part-time Part-time 6, 000 7, 500 
Pennsylvania (middle) W ilkes-Barre do do 5. 500 | 6, 500 
Harrisburg do do 1, 500 5. 500 
Pennsylvania (western Pittsburgh Full-time Full-time 11, 250 13, 750 
Erie Part-time Part-time 3, 500 On) 
Johnstown do do 3, 500 5 OK 
4th circuit: 
Maryland. Baltimore Full-time Full-time 11, 250 ; 
North Carolina (eastern) Raleigh Part-time Part-time 3, 500) +, 500) 
North Carolina (middle Greensboro do do + 5) 5 FyM) 
North Carolina (western Charlotte do do 4. 000 000 
South Carolina (eastern Charleston io do 2 500 2 50K 
Columbia do do 2 000 2. 500 
South Carolina (western) Spartanburg.- - do do 1, 500 2. 500 
Virginia (eastern Richmond __-. Full-time Full-time 11, 250 13, 750 
Norfolk Part-time Part-time 5, 500 7, OM 
Virginia (western) Roanoke Full-time Full-time 10, 000 12, 500 
Lynchburg Part-time Part-time 6, 000 7, 000 
West Virginia (northern) Grafton do do 4, 000 000 
Wheeling- _.. do do 3, 000 3, 500 
West Virginia (southern) Charleston do... do 6, 000 7, 500 
5th circuit 
Alabama (Northern) Birmingham Full-time Full-time 12, 500 15, 000 
do do io 12, 500 15. 000 
do do do 12, 500 15, 000 
Anniston do__. do 12, 500 115, 000 
Tuscaloosa Part-time Part-time. 4, 000 5, 000 
Decatur . do... Ge... 2, 500 2, 500 
Alabama (Middle) Montgomery Full-time Full-time 8, 000 11, 250 
Alabama (Southern)..-. Mobile do do 10, 00 12, 500 
Florida (Northern) 5 Tallahassee Part-time Part-time 1, 800 2, 500 
Florida (Southern Miami. do do 6, 000 7, 500 
Tampa do es. 3, 500 4, 500 
Jacksonville_- GOs J. do__. 3, 000 4 506 
Georgia (northern) -_..... 7 Atlanta Full-time Full-time 12, 500 15, 000 
Rome Part-time Part-time. 5, 500 7. 000 
Gainesville 3 do 600 
Georgia (middle). Macon. Full-time Full-time 10, 000 412,500 
! Effective July 1, 1957. 
> Position changed to full-time, 
Position discontinued. 
‘ Effective Jan. 1, 1957. 
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Tabulation: of changes in salaries and arrangements for referees in bankruptcy, 
authorized by the Judicial Conference of the United States at its September 1956 
meeling, effective Oct. 1, 1956, subject to the procurement of the necessary appro- 


priation—Continued 


[ype of position 


District Regular place of 





offies 
Present 
5th circuit—continued 
Georgia (southern) - Savannah Part-time 
W aveross do 
Louisiana (eastern New Orleans Full-time 
Louisiana (western Shreveport Part-time 
Mississippi (northert Oxford do 
Mississippi (southert Gulfport 5 do 
Texas (northern Dalla Full-time 
Forth Worth do 
Lubboc} Part-time 
Texas (southern Houston 2 do 
Corpus Christi do 
Texas (eastern). Tyler de 
Texas (western) - - San Antonio? do 


El Paso do 
Waco do. 











6th circuit 
Kentucky (eastern Lexington do 
Kentucky (wester! Louisville Full-time 
Paducah Part-time 
Michigan (eastern Detroit Full-time 
de do 
Flint § 
Michigan (western Grand Rapids Full-time 
do do 
M Part-time_. 
Ohio (norther Cl Full-time 
do do 
Toledo do 
Youngstown Part-time 
Ohio (souther Col bus Full-time 
D on? Part-time 
Cincinnati do 
Tennessee (eastern Knoxville Full-time 
( iwttanooga Part-time 
Tennessee (middle Nashville Full-time 
Cookevillk Part-time 
Tennessee (western Memphis Full-time 
7th circuit 
llinois (northern Chicago : do 
io do 
do __.do 
ac : do 
do.* 
Joliet Part-time 
Freeport Ge... 
Illinois (southern Peoria " Full-time 


Part-time 


llinois (eastern Danville ..do 
East St. Louis-.-- do 
Indiana (northern ss Gary do 
Fort Wayne do 


1 ndianapol Full-time 
ster! Milwaukee do 
Manitowoc do 











Wisconsin (western Madison do 
LaCrosse do 
Superior do 
8th circu 
Arkansas (eastern d we Little Rock Full-time 
ern 
Iowa (northert Fort Dodge Part-time 
Iowa (southert Des Moin do 
Minnesota M inneape Full-time 
t. Paul do 
Missouri (eastert St. Louis de 
Missouri (wester1 Kansas C do 
Nebraska On 1 ao 
North Dakota Fargo Part-time 
South Dakota Sioux I ce 
Effective July 1, 1957 
Position changed to full ‘ 
Posit mtinued 
4 Effect 1, 1957 
é Regular piace ol office nar i from Bilox to Gulfport 
6 New position 


As fixed 


Full-time 


Full-time 


Part-time 


Full-time 
do 
Part-time 
Full-time 
Part-time 





Full 
Part-time 
Full-time 


do 
do 
do 
do 


Part-time 
Full-time 
Part-time 
Full-time 
Part-time 
I 


*ull-time 


j 
do 


do 
do 
do 
Part-time 
do 
Full-time 
Part-time 
do 
do 
do 
Full-time 
1 


Part-time 


] 
I 
do 


Annual salary 


Present As fixed 





$6, 000 $12, 500 
1, 500 
10, 000 12, 500 
6, OOO 7. 500 
1, 500 2 FOO 
1 000 000 
&, OOO 10, 000 
8. OOO l OOO 
1, FOO 6, 000 
6, 000 10, 000 
3, 000 3, 000 
6, 000 7. Ow 
6, 000 10, 000 
2, 000 3 sO 
1, 000 
6, 000 7, 5OO 
11, 25 12, 500 
2, 500 3, OOO 
12 15, 000 
12, 15, 000 
15, OOO 
11, 250 12, 500 
&, OOO 11, 250 
1, 500 2. 500 
12. 500 15. 000 
12, 500 15, 000 
12. 500 15. 000 
6, 000 12. 500 
11, 250 15, 000 
6, OOO 12, 500 
6, 000 7 ") 
9, 000 11, 250 
6, 000 7. HOO 
10, 000 12, 500 
OM) HOO 
12, 500 £15. 000 
12, 5OO 15. 000 
12, 500 15, 000 
12, 500 15, 000 
12. 500 15, 000 
15, OO% 
4, 000 5. OOO 
4, 500 5, SOO 
10. 000 12. 500 
6. 000 7. MW 
5, 000 5 000 
6, OOO 7. 000 
5, 000 6, 000 
4, 000 5. O00 
11, 250 13, 750 
6, OOO 15. 000 
5, 000 6, 000 
5, 000 6, 500 
2 500 3. 500 
2, OOO 3 AO 
& O00 11, 250 
4M) 5 000 
$4 FOO 6, OOO 
12. 500 1 mn) 
10, 000 112 0 
12, 500 15, 000 
12 500 15,000 
10, 000 12, Hn 
2, 500 0 
> FOO 0 
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Tabulation of changes in salaries and arrangements for referees in bankruptcy, 
authorized by the Judicial Conference of the United States at its September 1956 
meeting, effective Oct. 1, 1956, subject to the procurement of the necessary appro- 
priation—Continued 





Type of position Annual salary 
District Regular place of 
office 
Present As fixed Present | As fixed 
9th circuit 
Arizona Phoenix Full-time Full-time $11, 250 $13, 750 
California (northern San Francisco do de 12, 500 15, 000 
Oakland do do 12, 500 15, 000 
Sacramento do do 11, 250 15, 000 
California (southern Los Angeles do do 12, 500 15, 000 
do do do 12, 500 15, 000 
do do do 12, 500 15, 000 
do do do 12, 500 15, 000 
do do ce 12, 50M 15, 000 
do do do 12, 500 15, 000 
San Diego Part-time Part-time 6, 000 7, 500 
Fresno do de 6, 000 7, 500 
San Bernardino do do 5, 000 6. 000 
Idaho Boise do do 5, 000 7, 000 
Montana Great Falls do do 2, 000 3, 000 
Butte do do 2, 000 3, 000 
Nevada Las Vegus do_. do 6, 000 7, 500 
Reno 6 do 5, 000 
Oregon Portland Full-time Full-time 12, 500 15, 000 
do do do 8, 000 10. 000 
Corvalli do dk 11, 250 #15, 000 
LaGrande Part-time Part-time 3, 500 4,000 
Washington (eastern Spokane Full-time Full-time 10, 000 12, 500 
Washington (western Seattle do do 12, 500 415, 000 
Tacoma Part-time Part-time 6, 000 7, 500 
Alaska Anchorage do do 3, OM 5, 000 
Hawaii Honolulu do do 4, 000 6. 000 
10th circuit 
Colorado Full-time Full-time 12, 500 4 Lo, 000 
Kansas do do 12.0°0 415,000 
New Mexico juerque Part-time Part-time + 500 500 
Oklahoma (norther do do 6. 000 7. 500 
Oklahoma (eastern ilges do do 1. FOO 2 500 
Oklahoma (western Oklahoma City do do 6. 000 7 500 
Utah Salt Lake City do de 6, 000 7. 500 
W yoming Cheyenne do do 3, 000 4, 000 


4 Effective Jan. 1, 1957 
6 New position. 


SOURCE OF ADDITIONAL FUNDS REQUESTED 


Mr. Rooney. This amount of $253,000 would be derived from the 
referees’ salary fund, would it not? 
Mr. Covey. Yes, sir. 


ANALYSIS OF FILINGS OF BANKRUPTCY CASES 


Mr. Rooney. What is the situation at the moment with regard to 
your prognostication on bankruptcies? 

Mr. Covey. My present estimate is the same as it was for this vear. 

Mr. Rooney. Just as bad? 

Mr. Covey. Yes, sir. | can give vou some additional figures for 
the months of January and February, in addition to what we had 
before. 

I also have it tabulated here for all 8 months of this current fiseal 
vear with a comparison with 1956. 

It shows an increase in 8 months over the same 8 months of last 
year, of 7,065 cases, or 18 percent. That is actually an increase case- 
wise compared with the 6 months’ period and a slight decrease per- 
centagewise. The decrease percentagewise from 18.4 to 18 percent. 


91009—57——_16 
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Mr. Roonry. We shall insert this analysis of filings of bankruptcy 
cases at this point in the record. 


(The document referred to is as follows:) 


Analysis of filings of bankruptcy cases, filings by menths 


Fiscal 1956 Fiscal 1957 Numerical Percent in- 
} increase crease 

1955—July 5 4,598 | 1956—July 5, 401 803 17.5 
August 5, 115 August 5, 850 | 735 14.4 
September 4 600 September 4, 909 309 | 6.7 
October 4, 868 October 6, 470 1, 602 32. 9 
November 4, 871 November 5, 903 1, 032 21.2 
December 4, 256 December 4, 980 72 17.0 
January eet 5, 203 January 6, 197 904 19.1 
February _-- 5, 636 February 6, 502 866 15.4 
Total (8 months 39, 147 é 46, 212 7, 065 18.0 


The average numerical increase per month is 883 cases. At this rate of increase 
72,683 cases will be filed in 1957. The percentage rate of increase for the first 8 


months is 18.0 percent. At this percentage rate of increase 73,263 cases will bs 
filed in 1957. The average daily filings in January 1957 (22 filing days) was 282 
cases perday. The average daily filings in February 1957 (19 filing days) was 342 
cases per day. The average daily increase per filing day in January 1957 was 


45.2 cases per day over January 1956. The average daily increase per filing day 
in February 1957 was 45.5 cases per day over February 1956. If this rate of 
increase per day continues through March 1957, approximately 6,900 cases will 
be filed in March 1957. My present estimate for 1957 is still 72,000 cases. 

The numerical increase during the first 6 months of 1957 was 5,205 cases or 866 
cases per month. This was a percentage increase of 18.4 percent. 


Mr. Rooney. Are there any questions on this salary item? 
EXPENSES OF REFEREES 


Mr. Rooney. The next item is entitled ‘‘Expenses of referees,”’ 
and is a request for $79,900 additional. This request is also con- 
tained at page 10 of House Document No. 115 and is deseribed in 
pages 15 through 19 of the justifications. We shall insert those pages 
at this point in the record. 

(The pages referred to are as follows:) 

EXPENSES OF REFEREES, UNITED States Courts, 1957 
Expenses of referees: For an additional amount for ‘‘Expenses of referees,”’ 


$79,900, to be derived from the referees’ expense fund established in pursuance of 
the act of June 28, 1946, as amended (11 U.S. C. 68 (ce) (4)). 


District Courts 


Expenses of referees, United States courts, 1957 (indefinite appropriation, special 
account) 


Appropriation to date s b $1, 874, 200 
Obligations to Dec. 31, 1956__ _ ; i Le 990, 524 
Expenditures to Dec. 31, 1956 816, 810 
Budget estimate next fiscal year 2, 210, 700 
Request. ee s 79, 900 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is requested that a supplemental amount of $79,900 be authorized for the 
expenses of referees for the fiscal year 1957. This additional sum is necessary 
because of the increase in the number of bankruptcy cases in the courts which 
it is believed will exceed the estimate of 66,000 cases, on which the 1957 appro- 
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priation was based, by 6,000 cases. It now appears that approximately 72,000 
bankruptcy cases will be filed in the district courts in the fiscal year 1957. 

During the September 1956 quarter (July 1 to September 30, 1956), 16,160 
cases were filed, an increase of 12.9 percent over the corresponding months a 
vear ago. In the December quarter (October 1, to December 31, 1956), the new 
cases totaled 17,353, an increase of 24 percent over the corresponding months of 
the preceding year. This is a new high since the Administrative Office was 
created in 1939. 

For the 6-month period from July 1 to December 31, 1956, the increase was 
5,205 cases or 18.4 percent. This compares with an increase of 60 cases or two- 
tenths of 1 percent in the corresponding period a year ago. The increase in the 
first 6 months of the current fiscal vear already exceeds by 1,205 cases the total 
inerease estimated for the entire year. If the numerical increase continues at the 
same level during the present 6-month period (January 1 to June 30, 1957), a 
total of approximately 72,500 cases will be filed this fiseal year. If the percentage 
increase of 18.4 percent continues, 73,500 cases will be filed this year. Filings 
during the current 6-month period may even be greater than this estimate, as 
filings in the January through June period normally exceed by a substantial 
number the eases filed during the preceding July to December period. 

The estimate of $79,900 is composed of the following items: 


01 Personal services _ _- ; ; $43, 900 
02 Travel 10, 000 
06 Printing and reproduction _ - ~~ she. Mins 5, 000 
08 Supplies and materials 10, 000 
OD! | Reh os ae cheers euernss . SS cept ie ne 

Pebble. pad De xa Sandan ena: aie See Sate Os a ae cu ta oe 


Because of the need for increased referee service the Judicial Conference of the 
United States, at its regular annual meeting in September 1956, created three new 
referee positions. Two of these positions are on a full-time basis and one is a 
part-time position. Clerical staffs will be needed in these new offices, and no 
provision has been made for such positions in 1957. The remainder of the sum 
requested will be needed for additional personnel to handle the increased volume 
of bankruptcy litigation. The estimate of $43,900 for personal services will pro- 
vide the following positions for 4 months of the year: 


20 grade GS-3 clerks at $3,175 per annum- ---- _ $63, 500 
20,grade GS-4 clerks at $3,415 per annum_-_--.- ‘ 68, 300 


‘ stato ds ijcaee na eee 


Cost for 4 months, one-third times $131,800 equals $43,933 (rounded to $43,900). 

In order to provide for increased service in the bankruptcy courts and to enable 
the referees to handle the increased volume of bankruptcy litigation, it is requested 
that the following allotments in the ‘‘Referees expense” appropriation be increased 
in the amounts indicated: 


Annual cost__- 


02 Travel ‘ . $10, 000 
06 Printing and reproduction aati : : 5, 000 
08 Supplies and materials _ - - a 10, 000 
09 Equipment _ - - 11, 000 


Total : - ‘ 5 36, 000 


Under the Bankruptcy Act (sec. 55a), the court must cause the first meeting 
of creditors of a bankrupt to be held not less than 10 nor more than 30 days after 
adjudication of bankruptcy. At least 10 days’ notice by mail must be given to 
ereditors of a bankrupt of the first meeting and all subsequent meetings of credi- 
tors, of all sales, and other actions enumerated in the section involving the rights 
of creditors. The increasing volume of cases has caused a corresponding increase 
in the travel of the referees, who must travel to the various places of holding court 
in their territories, and in the expense of printed forms and office supplies. The 
estimate for equipment is to provide typewriters and desks for the 40 additional 
clerks, the cost of these items being estimated at $275 per clerk. 

No appropriation from the general funds of the Treasury is required in this 
estimate. It is requested that the supplemental funds needed be made available 
out of the referees’ expense fund, which is composed entirely of filing fees and 
charges paid by the parties to bankruptcy proceedings. The added cost will be 
well within the receipts into the referees’ expense fund in the current fiscal year. 
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ANTICIPATED NUMBER OF BANKRUPTCY CASES TO BE FILED IN 1957 


Mr. Rooney. Mr. Covey, here you again refer to the fact that you 
expect that 72,000 bankruptcy cases will be filed in the district courts 
in fiscal year 1957, the present vear, which will end this coming June 30. 

Mr. Covry. Yes, sir. 

Mr. Roonry. That compares with your prognostication of a year 
ago to what extent? 

Mr. Covry. The original estimate was 71,500. But if you will 
recall, we reduced it to 66,000. 

Mr. Rooney. So that your prognostication of 66,000 cases as of a 
year ago has now become more or less firmed up at about 72,000 by 
this coming June 30? 

Mr. Covey. Yes, sir. You speak of firming up. I have recently 
made a trip into the Middle West and visited five districts. The 
indications are that there will be no letup, at least in the month of 
March, which, of course, is the month just finished. 


ADDITIONAL PERSONNEL 


Mr. Roonsy. How many additional personnel are proposed in this 
estimate? 

Mr. Covny. The estimate, as submitted, was for 40 additional 
people for a period of 4 months. 

Mr. Roonry. That would be the months of March, April, May, 
and June? 

Mr. Covey. Yes, sir. 

Mr. Rooney. And the month of March has already gone by, and 
by the time this supplemental goes through the process, we will 
probably have been through the month of April. Is that about 
correct? 

Mr. Covey. I suppose that is true. I may say in connection with 
this item, we have at this time requests, which I feel are definitely 
justified, for 46 additional positions, and we have 3 months to go. 

Mr. Rooney. How many positions did vou request in the pending 
regular supply bill for 1958? 

Mr. Covry. 40. 

Mr. Rooney. The same number? 

Mr. Covey. Yes, sir. 

EQUIPMENT 


Mr. Rooney. | note at page 17 in the justifications you have an 
item a $11, 000 for er nt. 

Mr. Covey. Yes, si 

Mr. Ronny. You da have an item of $11,000 for equipment in 
the 1958 budget? 

Mr. Covey. I think so. I am not sure of the amount. 

Rooney. That is a duplication, isn’t it? 

Mr. Covey. No, sir. It would be a duplication so far as these 
particular 40 positions are concerned. 

Mr. Rooney. Of course it would, because in the regular budget at 
our hearings in January you told us that $6,000 of the amount of 
$11,000 was for new typewriters, for 40 additional clerks, and $5,000 
was for desks and chaurs for new clerks. 

Mr. Covry. That’s correct. 
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Mr. Roonry. If you were to be allowed this amount of $11,000 
vou would have your typewriters, desks and chairs, would you not? 

Mr. Covey. Yes, sir. 

Mr. Roonry. Wouldn’t we then have disposed of the matter of 
equipment if the 40 positions were approved? 

Mr. Covey. On that basis I would say, “Yes.” I might say, how- 
ever, that the estimate for next year of 74,000 cases appears to be low. 
Iam convinced that we are going to have more cases in the next year, 
in 1958, than the 74,000. 

Might I say a word about this appropriation at this point? 

Mr. Rooney. Surely. 


PERSONNEL REQUIREMENTS 


Mr. Covey. I realize we can’t get these people on perhaps before 
the Ist of May. That is 2 months. 

Mr. Rooney. You couldn’t even get them on by then, could you, 
Mr. Covey? 

Mr. Covey. I think we can because the requests have been so urgent 
and so definite and I think they are ready to put the people on. It 
depends on when we get the money, of course. 

But on the basis of 2 months, with the accumulation of work that 
has piled up, I would like to request that we be given enough money 
to put on 60 people for 2 months. That will result in a reduction in 
this request of $10,900. We reduce the first item from $43,900 to 
$33,000. 

Mr. Rooney. Your budget estimate for 1958 which you presented 
to us in January, after having been approved by the President and 
the Bureau of the Budget, wouldn’t provide for that many employees? 

Mr. Covey. That’s correct, and I think we are just in that situation 
where we are going to have to come in and step that up. We will ask 
an additional appropriation for 1958. I don’t see any other way out 
of it. 

Mr. Roonry. Mr. Sikes? 

Mr. Sikes. No. 

Mr. Roonry. Mr. Bow? 

Mr. Bow. No. 

Mr. Roonry. Mr. Clevenger? 

Mr. CLevencer. No. 

Mr. Rooney. Thank you, Mr. Covey. 


Customs Court 
SALARIES AND EXPENSES 


I should like to call the attention of the committee to the fact that 
after the printing of the record of hearings with regard to the judiciary, 
we received a supplement: al request for the United States Customs 
Court in the : al of $6,830. This was contained in House Docu- 
ment No. 116 and would be for the employment of 2 additional clerk- 
typists in grade GS at $3,415 per annum. The committee has 
approved this in the regular 1958 fiscal year bill. 

We shall insert at this point in'the record the letter addressed to the 
committee under date March 27, 1957, by the chief judge of that 
court, the Honorable Webster J. Oliver. 
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(The letter referred to is as follows:) 


UnitEp States Customs Court, 
New York, N. Y., March 27, 1957 
Hon. Joun J. Rooney, 
Chairman, Subcommittee of the House Appropriations Committee for the 
Departments of State and Justice, the Judiciary, and Related Agencies, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Rooney: I have been informed that within the next week 
or 10 days the question of the request of our court for a supplemental appropria- 
tion in the sum of $6,830 will come before your committee. This supplemental 
appropriation is to provide additional personnel for the fiscal year 1958 and 
thereafter. 

The supplemental request was prompted by a report of a special committee of 
judges of this court who were looking into the question of how the work of the 
court could be expedited in view of the constantly increasing flow of litigation 
The flow of new litigation into the court has not only been constant but has 
increased in recent years to a point where additione! clerk-typists are necessary 
for this tribunal to efficiently function. This increase in litigation is not expected 
to diminish in the years to come. 

After discussion at a meeting of all the judges, the court unanimously took the 
position that application should be made for sufficient funds to employ 2 additional 
clerk-typists in grade GS—4 at $3,415 per annum, 

The selection of clerk-typists in grade GS-4 will enable the court to obtai 
persons in a more experienced category and will cut down the training period 
required so that they can be of almost immediate assistance. In addition, th 
Civil Service Commission has indicated that there are only a limited number of 
eligibles on their tist for clerk-typist in grade GS-3 and that because of the 
situation in the metropolitan area they cannot obtain eligibles for grade ¢ 
because the entrance salary is generally not accepted. Jecause of this the Civ 
Service authorities have authorized us, if we can, to recruit applicants at th 
GS-3 level in the open market. In this endeavor we have experienced the same 
difficulties as the Civil Service authorities. 

The need for this personnel is immediate and critical. It would be appreciated 
if you would do everything that you could to see that this supplemental appre 
priation is included in our budget for the fiscal year 1958 under the headii 
“Salaries and expenses, United States Customs Court, 1958.” 

With kind regards, I remain 

Sincerely yours 


LaDOT 





Wepsster J. Ouvtver, Chief Judg 


rn 
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Turspay, Aprit 2, 1957. 
DEPARTMENT OF STATE 
WITNESSES 


LOY W. HENDERSON, DEPUTY UNDER SECRETARY FOR ADMINIS- 
TRATION 


EDWARD C. CROUCH, DEPUTY ASSISTANT SECRETARY FOR 
BUDGET AND FINANCE 

ROBERT NEWBEGIN, DEPUTY ASSISTANT SECRETARY FOR PER- 
SONNEL 

ERNESTO COLANTONIO, BUDGET OFFICER, MANAGEMENT AND 
SERVICES DIVISION, OFFICE OF PERSONNEL 

ELIAS .A. McQUAID, SPECIAL ASSISTANT, BUREAU OF SECURITY 
AND CONSULAR AFFAIRS 

ROBERT J. RYAN, EXECUTIVE DIRECTOR, BUREAU OF NEAR EAST- 
ERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 

FRANCIS O. WILCOX, ASSISTANT SECRETARY FOR INTER- 
NATIONAL ORGANIZATION AFFAIRS 

SIDNEY S. CUMMINS, OFFICE OF INTERNATIONAL ADMINISTRA- 
TION 

DAYTON W. HULL, CHIEF, ALLOWANCES BRANCH, OFFICE OF PER- 
SONNEL 

JAMES HOOFNAGLE, CHIEF, DIVISION OF FINANCIAL MANAGE- 
MENT, OFFICE OF BUDGET 


SALARIES AND EXPENSES 


Mr. Rooney. We shall now turn to the supplemental requests for 
the Department of State. The first item is ‘‘Salaries and expenses,”’ 
and is to be found at page 27 of House Document No. 115. This 
request is in the amount of $2,200,000 additional, and is described 
at pages 1 through 7 of the justifications. 

We shall insert at this point in the record pages 1 through 7 thereof. 

(The pages referred to are as follows:) 


(H. Doe. 115) 


a 
Salaries and expenses, State 


Appropriation to date ratio, Fates , $90, 500, 000 
Obligation to Jan. 31, 1957_____- ce anil ataase thse Sctiodaia ‘ 53, 088, 979 
Expenditures to Jan. 31, 1957______--- ; ganda ncaa ecmiegs 41, 014, 764 
Budget estimate, next fiscal year ak a aaripcaia wanes a hes a ls yw tof vs Sola GN 
Request for 11 months from July 28, 1956__ hin ia ; : 2, 200, 000 


Employment: 


Average number, current appropriation _- ‘inhi 12, 864 
Number involved this estimate sta siesta ea en sae : 5 7 < 
Actual employment, Jan. 31, 1957_____- Z gas eee 13, 061 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental estimate provides for the payment of increased benefits to 
Foreign Service personnel as authorized under Public Law 828, 84th Congress, 
approved July 28, 1956. These benefits include salary adjustments, official 
residence allowance for deputy chiefs of mission, and medical care for dependents. 
In addition, the estimate provides for expenses incurred in the emergency evacua- 
tion of Government employees and their dependents and other American citizens 
from certain areas in the Middle East. 
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Program and financing 


PROGRAM BY ACTIVITIES 
Direct obligations 
1. Executive direction and policy formulation 
2. Conduct of diplomatic and consular relations 
foreign countries 
3. Conduct of diplomatic 
organizations 
4. Domestie public information and liaison 
5. Central program services 


6. Administrative and staff activities 


relations with 


Total direct obligations 
FINANCING 
Comparative transfers from other 


1ccounts 


Appropriation 


international 


Presently 
available 





, 067 
71, 682, 822 
, 448 
, 465 
, 217 


3, 134 





4,119, 153 


90, 500, 000 


Obligations by objects 


Direct obligations 
01 Personal services 
02 Travel 
03 Transportation of thin 
04 Communication 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual se 
Services performed by other agencies 
08 Supplies and materials 
09 Equipment 
11 Grants, subsidies, and contributions- 
13. Refunds, awards, and indemnities 
15 


ervices 











vices 


laxes and assessment 


Total, direct obligations 


Presently 
availab!] 


ic 


$69, 847, 
8, 235, £ 
4, 760, 
» 799 
1 





, 866, 
775 505 
2, 452, 298 
236, 378 
1, 791, 408 
1, 802, 389 





24, 179 | 
20, 620 
$3, 497 


94, 619, 153 


Average salary and grade 


Average salaries and grad 
General schedule grades 
A verage salary 
Average g 


rrad 
rade 


Grades established by the Foreign Service Act of 1946 (22 


U.S. C. 801-1158 
Foreign Service officer 
Average salary 
Average grade 
Foreign Service Reserve officer 
A verage salary 
Average grade 
Foreign Service staff officer 
Average salary 
Average grade 
Ungraded positions 
United States and possessions 
Foreign countries (local rates 





Average salary 
A verage salary 


Actual, 


1955 
$5, 371 
GS-7.4 
$8, 154 


FSO-3.9 

$8, 933 
FSR-3.5 

$4, 757 

} FSS-9.9 


$3, 550 
| $1, 491 


Revised 


estimate 











92, 700, 000 


Revised 


estimate 


$70, 990, 676 
8, 723, 411 
1, 969, 073 








588, 570 
431, 378 
1, 816, 506 
1, 805, 585 
24, 179 
20, 620 
83, 497 





96, 819, 153 


Actual, 
1956 


$5, 551 


GS-7.2 


$8. R64 
FSO-3.8 
$8, 169 


FSR-4.1 


$4, 854 
FSS-10.5 


$3, 911 


$1, 564 


Difference, 
increase 


or dé 


crease 


+-$52, 258 


+-2, O89, 975 
+5, 7R4 
+5 ORS 
4-6, O59 
40, 639 


2, 200, 000 


2, 200, 000 


Difference, 
increase (+ 


+-$1, 143, 000 


+487, 8S4 
+208, YOO 
+910) 
+400 
+50 
1-136, 272 
+-195, 000 
+25, 098 


+3, 196 


+2) 200, 000 


Estimate 
1957 
$5, 428 
GS-7.3 
$8, 949 


FSO-4.4 


$8, 312 
FSR-4.8 
$4, 821 


FSS-10.5 


$3, 875 


$1, 626 








Personal services costs: 


Domestic offices________-_ tig ; beeen Tracts ree, 
Foreign Service____- : =e a eee 853, 570 
Total 5x0 acre met te sei eT ee . 3 1, 000, 800 


Public Law 828, 84th Congress, approved July 28, 1956, amended sections 
411, 412, and 414 of the Foreign Service Act of 1946 to provide salary adjustments 
for chiefs of mission, career ambassadors, career ministers, Foreign Service 
officers, and Foreign Service Reserve officers. Salary adjustments for chiefs of 
mission, career ambassadors, and career ministers were as stipulated in section 
412. Other officers were placed at that rate in the new schedule which most 
nearly corresponded to their salary at the time of conversion, provided no officer 
suffered a loss in salary. The increased salary payments were effective com- 
mencing July 28, 1956. Corresponding adjustments were made in differentials 
and allowances. 


Official residence allowances for deputy chiefs of mission, $41,880 


Section 902 of the Foreign Service Act, as amended by Public Law 828, provides 
for the payment of an official residence allowance to principal representatives of 
the United States at foreign posts. This amendment permits payment for the 
first time of official residence allowance to deputy chiefs of mission. 
passage of Public Law 828 a questionnaire was sent to all class 1 and 2 missions. 
This questionnaire requested a report of the costs being incurred by deputy 
chiefs of mission at these posts for servants’ wages, servants’ maintenance, and 
household maintenance which are over and above the normal living expenses of 
each officer. For fiscal year 1957 this allowance will be paid to deputy chiefs of 
mission at 20 posts at an estimated cost of $41,880. 


Following 


Medical benefits for dependents, $157,320 


Section 943 of the Foreign Service Act of 1946 was amended by Publie Law 828 
to provide for certain medical care for the dependents of officers and employees 
of the Foreign Service resulting from illnesses or injuries incurred while stationed 
abroad. The $157,320 requested for implementation of this new provision will 
permit the Department to assume responsibility for medical expenses within pre- 
scribed limits for illnesses or injuries incurred by dependents of personnel stationed 
abroad which are sufficiently serious to necessitate hospitalization. The addi- 
tional funds requested will also permit the Department to pay transportation 
expenses involved in moving a dependent from a locality in which no suitable 
hospital or clinie exists to the nearest suitable hospital or clinic. 

Subtotal, Foreign Service Act benefits, $1,200,000. 


Foreign Service evacuation costs, $1 million 


Because of the imminent threat of an Arab-Israeli conflict, the President, on 
October 28, 1956, directed the Department of State to proceed with ‘‘Phase 3” 
of its emergency evacuation plans for Egypt, Israel, Jordan, and Syria. Among 
other things, “‘Phase 3”’ provided for the temporary evacuation to a point of safety 
of all dependents of American Government employees and those employees who 
would not be required to perform predetermined curtailed functions at evacuated 
posts. Immediately upon receipt of the President’s directive, the Department 
issued evacuation orders for these persons to proceed to safe haven areas in Greece, 
Lebanon, Italy, and, in certain unusual circumstances, to the United States. 

The $1 million requested to meet evacuation costs are required to pay such ex- 
penses as the cost of transporting evacuated persons to safe haven areas, per diem 
during the period they are in travel status, the temporary shipment to and storage 
at a place of safety of household effects and valuable personal property, separation 
allowances in lieu of per diem, special education allowance grants for eligible de- 
pendents enrolled in school while in safe haven areas, and upon termination of the 
emergency the return to posts from which evacuated of dependents, employees, 
and effects. In addition, unusual costs have been and are being incurred at 
evacuated posts and posts in safe haven areas for expenses, such as overtime, 
night-pay differentials, employment of additional local personnel, local adminis- 
trative travel, communications, emergency supplies, and the payment of hardship 
differentials at those evacuated posts where such differentials had not been previ- 
ously authorized. 








248 


Requirements are estimated as follows: 


Ol Overtime and night differential__ $13, 300 
Quarters allowances : . : 51, 000 
Hardship post differentials __- z J gt eae 18, 300 
Separate maintenance allowances tras pk 25, 300 
Special education allowance__ Be rt a. : t, 300 

Total, 01 Personal services. _- vere ; 4 ag 142, 200 

02 Travel to and from point of safety __- : z 115, 800 
Per ae m é 331, 400 
Cancellation of hotel reservations and payment of hotel bills 1, 500 

Total, 02 Travel i 151, 700 

03 Shipment and storage of personal and household effects 208, 900 

04 Telegrams 200 

05 Rentai of office space ; , . ‘ 100 

06 Printing of forms 50 

07 Reimbursement to Navy Department for passenger charges 195, 000 

OS Miscellaneous supplies and rations : : ; 1, 500 

O09 Miscellaneous equipment at ; 50 

Subtotal, evacuation costs 1, 000, OOO 
Total, estimate of appropriation li 2, 200, 000 


GENERAL STATEMENT 


Mr. Roonry. Do you have a general statement with regard to 
this, Mr. Secretary? 

Mr. Henprrson. Yes, Mr. Chairman; if it would pleace you, | 
would like to read it. 

Mr. Rooney. Very well. 

Mr. Henperson. I am appearing before you today to request 
your favorable consideration of a supplemental estimate of nr 
million for the “Salaries and expenses” appropriation for fiscal yea 
1957. Of this amount, $1.2 million is required for putting into e tect 
the Foreign Service Act amendments of 1956 and the remaining $1 
million is for evacuation and other related costs in connection with 
the Arab-Israeli conflict. 


FOREIGN SERVICE SALARY ADJUSTMENTS UNDER PUBLIC LAW 828 


The 84th Congress enacted Public Law 828 (approved July 28, 
1956). which amended several sections of the Foreign Service Act 
of 1946, for the purpose of strengthening the Foreign Service. The 
additional costs resulting from these amendments for fiscal year 1958 
have already been outlined and justified before this committee. The 
amendment increasing the number of Foreign Service classes and 
adjusting Foreign Service salaries went into effect on July 28, 1956. 

The amendment permitting the payment of official residence allow- 
ances to certain designated deputy chiefs of mission was likewise 
implemented effected July 28. Implementation of the amendment 
providing for payment of medical benefits for dependents has been 
deferred pending receipt of supplemental funds. 

Of the $1.2 million required in fiscal year 1957 as a result of these 
amendments, all but $199,200 is needed to provide for mandatory 
salary adjustments for chiefs of mission, career ambassadors, career 
ministers, Foreign Service officers, and Foreign Service reserve officers 
serving both in the Department and abroad. 
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While Foreign Service personnel were included in Public Law 94 of 
June 28,1955, which was a government-wide pay increase act, Foreign 
Service personnel were specifically excluded from the provisions of 
the Executive Pay Act of 1956. The amendments under discussion 
provided salary increases for chiefs of mission and senior Foreign 
Service personnel in the classes of career ambassador, career minister, 
and class 1 and 2 Foreign Service officer and reserve officer. 

In addition, the amendments increased the numerical classes in the 
Foreign Service Officer Corps from 6 to 8. Conversion to the new 
scale required certain salary rate adjustments which actually provided 
smal] salary increases averaging 2.6 percent. 

Attached hereto is a table which compares by class the salary rates 
under the old and new provisions. 

(The document referred to is as follows:) 


Table of salary adjustments 


Old status | New status 
Class | Salary rate Class Salary rate 
hiefs of mission | Chiefs of mission: | 
Class I $25, 000 Class I $27, 500 
Class II 20, 000 | Class II. 25, 000 
Class ITI 17, 5300 Class UI 22, 500 
Class IV 15, 000 | 2n, 000 
Career ambassador 20, 000 | Class IV 20, 000 
Career minister___- 14, 800 | 17, 500 
FSO/FSR 1 * $13, 760- 14, 800 FSO/FSR-1 --| $14, 600- 17, 000 
a FSR-2_. 11, 965- 13, 655 FSO/FSR-2 12, 600- 14, 400 
FSO/FSR-3_-- 9, 815- 11, 860 FSO/F SR-3 10, 600- 12, 400 
FSO/FSR ‘ | 7,490- 9, 530 | FSO/FSR4 ha 9, 000- 10, 500 
FSO/FSR-5 7,400-— 8,900 
FSO-FSR-5 — | 5,715- 7,220 | FSO/FSR-6 . | 6,100- 7,300 
FSO/FSR-6 | 4,205- 5,475 FSO/FSR-7 5,100~ 6,000 
FSO/FSR-8... 4200-5, 350 
Official residence allotments to deputy chiefs of mission 
| Actual, fiscal Estimate, |} |} Actual, fiscal} Estimate, 
Post year 1957 fiscal year || Post | year 1957 fiscal year 
| 1958 | 1958 
ai a | é elokedih 
Paris 5, 750 6, 229 Ottawa 1, 800 | 1, 950 
London 5, 100 | 5,525 || Rome 1, 725 | 1, 869 
Jaracas... 2, 680 2, 903 Bangkok 1, 350 | 1, 463 
Brussels 2, 500 2, 708 Madrid 1, 350 | 1, 463 
USRO... | 2, 425 | 2,627 |} Ankara | 1, 200 1, 300 
Rio de Janeiro 2, 200 2,383 || Stockholm } 1, 200 1, 300 
Bonn 2, 000 | 2, 167 Santiago 1,025 | 1,110 
Manila 2, 000 2, 167 |} Habana... | 1, 000 1, 083 
The Hague 1, 900 2, 058 Bogota_. 1,000 1, 083 
Tehran 1, 875 2, 031 ———— -- —_— — _— 
Tokvo 1, 800 1, 950 Total | 41, 880 45, 369 





OFFICIAL RESIDENCE ALLOWANCE FOR DEPUTY CHIEFS OF MISSION 


Included in this supplementary request is an item of $41,880 to 
cover the payment of official residence allowances to deputy chiefs of 
mission in certain designated posts. 

Section 902 of the Foreign Service Act of 1946 authorized allotments 
to defray the unusual expenses incident to the operation of official 
residences of the principal representative of the United States at 
Loreign posts. 
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It did not, however, authorize similar payments to any officers 
subordinate to the principal representative. Deputy chiefs of mis- 
sion, therefore, have customarily paid personally the cost of the main- 
tenance of their official residences. The role of a deputy chief of 
mission is an important one. He is the main support of the chief of 
mission; he is constantly called upon to represent the chief of mission 
in various capacities; he is in general responsible to the chief of mission 
for the operation of the mission; he must assist the chief of mission in 
representation activities; and in the absence of the chief of mission he 
becomes the chargé d’affaires. 

\ deputy chief of mission, therefore, occupies a prominent position 
in any capital in which he is serving. He is expected to live on a 


scale appropriate to his position. This means that he is required 
to maintain living quarters larger than those of other members of 
the mission subordinate to the ambassador. In certain capitals the 


cost of the operation of the official residence of the deputy chief of 
mission is considerably greater than a man without private means 
can afford to pay. 

Last vear in Public Law 828 the Congress amended section 902 of 
the Foreign Service Act so that it extended authority to provide 
official residence allotments to the deputy chiefs of mission as well 
as to the chiefs of mission. 

The Department, after making a careful study of the costs incurred 
by the various deputy chiefs of mission for unusual house ‘keeping 
expenses arising from the fact that they are serving as deputy chief 
of mission, has determined that allotments should be made to help 
pay these additional expenses to some 20 deputy chiefs of mission, 

I should like to emphasize that this allotment or allowance reim- 
burses only for housekeeping expenses in excess of those that would be 
incurred were the officer serving at the post in a capacity other than 
deputy chief of mission. 

In other words, it reimburses for the unusual household expenses 
incurred by reason of maintaining a residence suitable to the deputy 
to the United States representative at the post. Attached hereto is a 
table setting forth the posts affected and the amount of allotment being 
given to each post 


MEDICAL BENEFITS FOR DEPENDENTS 


The third item requiring supplementary funds is the amendment to 
section 943 of the Foreign Service Act of 1946 to provide for certain 
medical care within prescribed limitations for the dependents of 
officers and employees of the Foreign Service. Benefits are limited 
to care for illnesses or injuries incurred while stationed abroad. 

The employee is responsible for paving for treatment of his depend- 
ents the at does not exceed $35 for each illness or injury. ‘The Govern- 
ment’s liability is limited to treatment for 120 days for each illness or 
injury unless it is determined that such illness or injury is of a nature 
which would normally not have been incurred were it not for the 
dependent’s residence abroad. 

This amendment also permits the Department to pay expenses of 
transporting a dependent to a suitable hospital or clinic in those 
instances in which medical facilities are either lacking or inadequate 
at a particular post. 





| 
| 
| 
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The members of the Foreign Service have been informed of this 
amendment, and those who have incurred medical expenses on behalf 
of their dependents are saving records and receipts in the hope of 
receiving reimbursement. 

The amount required for this purpose for fiscal year 1957 is esti- 
mated at $157,320. This estimate is based upon use of a factor of 
$40 for each American employee stationed overseas. 


FOREIGN SERVICE EVACUATION COSTS 


On July 26, when President Nasser nationalized the Suez Canal 
Co. the already turbulent Middle East situation became more 
tense. Besides the strong reaction in Britain and France to the action 
of President Nasser, there were also indications that the Israeli Govy- 
ernment felt that the Suez action might be a prelude to an attack 
upon Israel. 

In the light of these circumstances the Department had given serious 
preliminary consideration to actions whic ° might be taken to protect 
the lives of American citizens in the area. Although we had no ad- 
vance indications if and where military anil might take place, there 
was cumulative evidence that the danger. of such an outbreak was 
imminent. 

In the week immediately preceding October 28 we had alarming 
reports of Israeli mobilization, although we were not yet clear as to 
where the outbreak of hostilities would occur nor the extent of the 
area which possible hostilities might cover. 

In view of this threat the President on October 28, 1956, directed 
the Department of State to proceed with its emergency evacuation 
plans calling for temporary evacuation from Egypt, Israel, Jordan, 
and Syria to a point of safety of all dependents of American Govern- 
ment employees and those employees who would not be required to 
perform predetermined curtailed functions at the evacuated posts. 
The directive for evacuation also applied to American citizens not 
employed by the Governme nt. 

On receiving the President’s directive the Department immediately 
issued evacuation orders to State Department dependents and non- 
essential personnel for transportation to safe haven areas in Greece, 
Lebanon, and Italy and under certain circumstances to the United 
States. 

The urgency of the situation demanded emergency measures includ- 
ing utilization of the transportation facilities of the Navy and the Air 
Force and the commandeering of a commercial steamship. Also, 
emergency steps had to be taken to provide for housing and mainte- 
nance of evacuees at the safe havens. 

The field operation included some spectacular movements and out- 
standing accomplishments attesting to the efficiency and dedication of 
both the American Defense and Foreign Service Establishments. 
The largest single evacuation of Americans was from Cairo where 
more than 1,200 United States citizens traveled overland in motor 
convoys 100 miles to Alexandria where they boarded United States 
Navy ships. 

The evacuation of Cairo was carried out while fighting was in 
progress between Anglo-French forces and the Egyptians. A bomb 
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blasted a check point on the Cairo-Alexandria road a few minutes 
after the motor convoy had passed. In Alexandria Harbor Egvptian 
warships fired on Anglo-French aircraft while the evacuees were 
boarding ships. 

A total of 3,213 persons were evacuated under this directive of 
which 233 were State Department employees and dependents. Ex- 
penses incurred by the State Department in this operation were prin- 
cipally for the 23: employees and dependents. However, certain of 
the services provided, principally, passage on the MSTS vessel Genera/ 
Patch and the S. 8S. Exochorda, also extended to other evacuees. 

The evacuation and related activities have placed additional 
quirements of $1 million upon the “Salaries and expenses” appro- 
priation of the Department of State. Of this amount, in excess of 
$900,000 is for transportation and subsistence of evacuees, and ship- 
ment and temporary storage of oe This amount includes pro- 
vision for reimbursement to the Navy Department for use of the 
General Patch. It also includes the cost of returning State Depart- 
ment evacuees to their posts at the conclusion of the emergency. 

The balance of less than $100,000 is required for payment of 
hardship differentials at evacuated posts and overtime and night 
differential payments required for the additional emergency duties 
of evacuated posts and safe haven posts, and certain miscellaneous 
requirements. 

The Embassy in Rome was on the alert for arrival of evacuees ove1 
a period of a week. During this time, the Embassy administrative 
and consular sections were on a 24-hour-duty basis with personnel 
remaining at the airport to receive, register, and assign hotels to 
evacuees and with personnel on duty at the Embassy to process loans 
to destitute Americans and travel advances for emplovees and to 
secure onward transportation where required. The Naples consulate 
sent a number of staff members to meet the MSTS General Patel 
at Messina to perform all processing prior to the evacuees’ arrival in 
Naples. 

The total estimate of $1.0 million represents known requirements 
at this time. It is possible that certain commercial firms and govern- 
mental agencies which rendered assistance in the emergency may late! 
submit bills or claims to the Department of State. It should also bi 
pointed out that these estimates have been based upon the assumption 
that the evacuees would return to their posts by April 15. Extension 
of the emergency beyond this date or submission of claims beyond 
those firmly established at this time would require funds over and 
beyond the $1.0 million requested in this estimate. 

I might add that yesterday at the direction of the President, thi 
emergency was declared to be at an end and we sent out telegrams 
last night, so we expect our people to begin to return to their posts 
and dependents. 

Mr. Srxes. Will that mean additional expense for returning them 
too? 

Mr. HenperRsSON. No; we have provided for that in here. 

Mr. Rooney. You mean if you get this money 

Mr. Henperson. We have provided for it in this estimate which 
we have sent to you. We haven’t yet received any provision from 
the Congress. 

Mr. Rooney. This would be for 233 people at about $4,300 each. 
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Mr. Henperson. I don’t think that we can say that this costs 
each of them so much money. 

Mr. Rooney. A million dollars for 233 people, is that correct? 

Mr. Henperson. I don’t think that is quite correct because we 
evacuated 3,213 persons. Some of this has to do with telegrams. 

Mr. Rooney. How much of it has to do with the principal numbet 
of people. 

Mr. Henperson. Mr. Ryan, did vou hear the question? 

Mr. Ryan. I am sorry, sir; I did not hear the question. 

Mr. Rooxry. The question is, how much of the million dollars has 
to do with people other than the 233? 

Mr. Ryan. The $195,000 which represents the reimbursement 
to the Navy Department. 

Mr. Roonry. Were the 233 included in that? 

Mr. Ryan. Some of them were, yes, sir. 

Mr. Crovucu. We don’t have a separate item for the nonofficial 
Americans. 

Mr. Rooney. Is the bulk of this item for the nonofficial Americans 
or for the 233 people? 

Mr. Crovcn. The bulk of the item is for the official Americans 

Mr. Roonry. 233 people, is that right? 

Mr. Croven. That is right. 


PERSONAL SERVICES COSTS 


Mr. Roonry. To get back to the first request in the amount of 
$1,000,800 entitled ‘Personal service costs,’ how much were the 
annual costs with regard to this represented to the legislative com- 
mittee in connection with Public Law 828, 84th Congress? 

Mr. Cotantonto. The figure was in the neighborhood of $900,000 
Mr. Chairman. 

Mr. Rooney. It was less than that, wasn’t it? 

Mr. Cotanronio. It may have been slightly less. It may have 
been between $800,000 and $900,000. At the time of that request, 
there were still some officers on the departmental rolls and on the 
Foreign Service staff rolls that had not vet been integrated into the 
Foreign Service Officer Corps. 

Mr. Rooney. It is my understanding that you went to the Legis- 
lative Committee, the Foreign Affairs Committee of the House, and 
told them this item would cost about $800,000. Now you present 
the figure of $1,000,800. Is that a fair statement? 

Mr. Cotanronio. That is a fair statement, Mr. Chairman. 


ANALYSIS OF PERSONAL SERVICES COSTS 


Mr. Rooney. What is the breakdown of this amount $1,000,800? 

We shall insert this analysis of ‘‘Personal services costs” at this 
point in the record. 

(The document referred to is as follows: ) 











Analysis of personal services costs, Foreign Service Act amendments, Public Law 828, 
salaries and expenses, 1957 


Differen- Total 
Office or bureau Salaries tials Allowances | personal 
services 


Domestic: 

Office of the Secretary_-_- 5 ee ee $38, 460 ee he Ss $38, 460 
Assistant Secretary, Congressional Relations. -..__-- _« are ean a atedst halal 50 
Deputy Under Secretary, Economic Affairs. - ‘ ieee 1. 2.--.-. 2 dintsdin 10, 830 
Special assistant, intelligence____- a ee O CEe lock iceet frciiosnsaiilhadlbl 7,715 
Assistant Secretary, Inter-American Affairs Pies Tn ee —s 6, 025 
Assistant Secretary, European 4A ffairs__ hea BRON: idddesnnds sins ba tcinaianl 12, 580 
Assistant Secretary, Far Eastern Affairs keane 8 6 eee 4 8, 120 

Assistant Secretary, Near Eastern, South Asian, 
and African Affairs. ....- —_ 5 gaa 9, 315 |_. . 9,315 
Assistant Secretary, International Organizations 6, 315 6, 315 
Assistant Secretary, Public Affairs on. ; », 770 5, 770 
Bureau of Security and Consular Affairs aie 7, 485 7, 485 
Assistant Secretary, Controller 1, 040 1, 040 

Deputy Assistant Secretary for Budget and Finance 
Office of Budget R05 805 
Office of Finance 2, 450 2, 450 
Deputy Assistant Secretary for Operations 2, 635 2, 635 
Deputy Assistant Secretary for Personnel 37, 440 37, 440 
Foreign Service Institut 3, 710 3, 710 
Total 160, 745 160, 745 
Less lapse 13, 515 13, 515 
Total, domestic 147, 230 147, 230 

Foreign Service 

Bureau of Inter-American Affairs 72, 325 $3, 526 $10, 187 186, 038 
Bureau of European Affairs 253, 926 3, 797 8, 826 266, 549 
Bureau of Far Eastern Affair 98, 498 6, 411 2, 316 107, 225 

Bureau of Near Eastern, South Asian and African 
A ffairs 163, 222 12, 668 5, 674 181, 564 
Deputy Assistant Secretary for Personnel 49, 145 49,145 
Foreign Service Institut 59, 755 3, 204 63, 049 
Total, Foreign Service 796, 871 29, 696 27, 003 853, 570 
Grand total 944, 101 29, 696 27, 003 1, 000, 800 


Mr. Rooney. Let me inquire: Is it a fact that the result of this 
Wristonization business is that it now costs us $147,230 additional to 
have Foreign Service personnel working in Washington? 

Mr. Cotantonto. That is correct, Mr. Chairman. 

Mr. Rooney. And all these personnel are getting regular classified 
increases, are they not, when there is a classified increase? 

Mr. Cotantonto. Whenever they occupy a position which is classi- 
fied in a higher classification in salary, they are entitled by law to 
receive the higher salary. 

Mr. Rooney. The same as any other employee? 

Mr. Cotanronio. That is true. 

Mr. Rooney. On top of that, vou want this amount of $1,000,800 
for further pay raises in the Foreign Service. Is that correct? 

Mr. Henprerson. Yes, sir; Foreign Service and in the State 
Department. 

Mr. Roonry. How long ago was the last classified pay raise? 

Mr. Henperson. In 1955 there was a classified pay raise. 

Mr. Roonry. That was in the 1956 fiscal year, was it—the fiscal 
vear that ended last June 30? 

Mr. Henperson. That is right, fiscal vear 1956. 

Mr. Rooney. How much did that cost the taxpayers? 

Mr. Henperson. I am sorry; I don’t know. 

Mr. HoornaGue. $3 million, Mr. Chairman. 


< 
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Mr. Rooney. It was over $3 million, wasn’t it? 

Mr. Croucu. Yes, sir. 

Mr. Rooney. Certainly it was. So, approximately a year and s 
half ago you had a $3 million plus pay raise. Now we find you w i 
$147,000 on top of that to Wristonize people in the Foreign Service, 
people serving in Washington; now you want $1,000,800. Is that a 
fair statement? 

Mr. Henperson. That is a fair statement. I would like to point 
out that the classified pay raise of 1955 still maintains certain 

Mr. Rooney. It was in the 1956 fiscal year that you got the money. 
Isn’t that right? 

Mr. Henprrson. That is right. 

Mr. Rooney. Do you recall when in 1956? It was toward the end 
of the year, wasn’t it? It wasn’t in the regular bill in 1956. It was 
in the supplemental bill toward the end of the year, wasn’t it? 

Mr. Croucn. That is correct. 

Mr. Roonry. That is when—previous to last June 30, wasn’t it? 

Mr. Crovucnu. That is correct, sir. 

Mr. Rooney. It appears that in the second supplemental 1956 
there was an appropriation in the amount of $3,080,000. 

Mr. Henperson. As I was pointing out, that bill did not lift the 
ceilings. There were ceilings still of $14,800 in the Foreign Service, 
as there was in civil service. This legislation tended to raise the 
ceilings and to provide a salary somewhat more proportionate to the 
type of work people were performing. 

Mr. Rooney. Mr. Sikes, do you have any questions on the first 
item, ‘‘Personal services costs,’’ $1,000,800? 

Mr. Sixes. No. 

Mr. Rooney. Mr. Bow? 

Mr. Bow. No. 

Mr. Rooney. Mr. Clevenger? 

Mr. CLevencer. No. 


OFFICIAL RESIDENCE ALLOWANCES FOR DEPUTY CHIEFS OF MISSION 


Mr. Rooney. The next item is entitled “Official residence allow- 
ances for deputy chiefs of mission,’ $41,880. This is something 
brand new, isn’t it? 

Mr. Henperson. Yes, sir. 

Mr. Rooney. What is the breakdown of the amount of $41,880? 

Mr. Crovuca. Mr. Chairman, that is attached to Mr. Henderson’s 
statement. 

Mr. Henperson. It is attached to my statement. 

Mr. Roonry. Have you put this into effect as yet? 

Mr. HENDERSON. Yes, sir. 

Mr. Roongey. When? 

Mr. Henperson. It was put into effect gradually. Most of it was 
put into effect. 

Mr. Hunt. Effective July 28. 

Mr. Henperson. Effective July 28 


91pao9o 4 17 
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REPROGRAMING OF FUNDS 


Mr. Rooney. Did you notify the Appropriations Committees of 
either House or the Senate that you were doing such a thing? Where 
did you get the funds? 

Mr. Henperson. We reprogramed the funds. 

Mr. Roonry. You what? 

Mr. Henperson. We used funds—— 

Mr. Rooney. You just went ahead and used other funds to set up 
this thing and get it in motion? 

Mr. Henperson. Yes, sir. 

Mr. Rooney. And without ever presenting a word of justification 
to the Appropriations Committees of either the House or the Senate? 

Mr. Henperson. Yes, sir. This is only in the amount of $41,880. 
We had a difficult administrative problem. There have been a num- 
ber of posts where for years deputy chiefs of mission could only be 
men with private means. Men without private means couldn’t 
afford to occupy them. | 

During the preceding months because of certain pressures we had 
felt it was necessary to send some men who didn’t have private means 
to a couple of these posts. The question was whether to wait until 
we came up for the supplementals before we commenced to put this 
new allowance into effect. 

We took this up with our legal adviser, who said that in a case of 
this kind it was merely an extension of an appropriation which al- 
ready exists, and it was quite proper for us to go ahe yt 

It was an administrative decision and we decided it was in the 
interests of the United States for us to go ahead. 

Mr. Roonny. Where did you take the money from that you used 
for this purpose? 

Mr. Henperson. | shall have to ask our budget officer that. 

Mr. Crovucn. It came specifically out of funds we already had, 
Mr. Chairman. 

Mr. Roonry. You make this statement at page 2 of vour general 
statement, Mr. Secretary: 





Deputy chiefs of mission, therefore, have customarily paid personally the cost of 
maintenance of their official residences. 
Is that a true statement? 

Mr. Henperson. Yes, sir. 

Mr. Rooney. Are not they allowed living and quarters allowances? 

Mr. Henprrson. They are allowed quarters. 

Mr. Roonry. Of course they are. In Rome, for instance, don’t 
you furnish the No. 2 man with an apartment? 

Mr. Henperson. Yes, but that is not the cost of maintenance. 

Mr. Roonry. Oh, you want to pay for his servants out of this? 
Is that right? 

Mr. Henperson. That’s right, yes. 

Mr. Rooney. Very well. Any questions on this, gentlemen? 

Mr. Stxes. I would like to know this. You have already repro- 
gramed certain funds on your own initiative to pay for a part of this 
item. What is the amount of money that has been reprogramed to 
apply on this item? 

Mr. Henperson. We applied the $41,000. 

Mr. Crovucnu. That is correct. 
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Mr. Stxes. But you cannot tell us where the $41,000 came from? 

Mr. Henperson. It came from our general funds. 

Mr. Crovucn. From our total salaries and expenses funds. 

Mr. Sixes. Presumably you went lacking somewhere else in order 
to do that. 

Mr. Crovucn. That is correct. 

Mr. Sixes. Is that other amount covered in a supplemental some- 
where else? 

Mr. Crovucnu. No, sir. 

Mr. Stxes. Then we gave you $41,000 more somewhere than you 
needed. 

Mr. Crovucn. That is correct. 

Mr. Henperson. I am not sure that is correct because we have 
been hoping that you would reimburse us the $41,000. 

Mr. Stkes. What is the total amount of this request? 

Mr. Henperson. $41,000. 

Mr. Sikes. You want to be reimbursed for the money that has 
been reprogramed? 

Mr. Henperson. That is correct. 

Mr. Sixes. This money, if allowed, would run you how long— 
through the rest of fiseal 1957? 

Mr. Henperson. Yes, sir; that is, from the end of July 1956 until 
the end of this fiscal year. 


FUNDS REQUESTED IN 1958 BUDGET 


Mr. Stkes. What is the amount of money in the next fiscal year 
which you have justified under the regular purposes? 

Mr. Henperson. $45,369. This year was $41,880. Next year 
we are reque sting $45,369. 

Mr. Sikes. That is all. 

Mr. Rooney. Mr. Bow? 

Mr. Bow. No questions. 

Mr. Roongy. Mr. Clevenger? 

Mr. CLevencerR. No. 

Mr. Rooney. The next item is entitled, ‘‘Medical benefits for 
dependents.”’ 

Mr. Stxes. May I ask one additional question? 

Mr. Rooney. Yes, Mr. Sikes. 


LEGAL AUTHORITY 


Mr. Srxes. Tell me again—I know it was in your statement, but 
tell me again: What was the law under which you put into effect the 
residence allotment to deputy chiefs, and when did it become effective? 

Mr. Henperson. There was a law ptssed; I think it was approved 
July 28, 1956. This law amended the section of the Foreign Service 
Act of 1946 which authorized the granting of residence operation 
allowances to chiefs of mission by allowing it to be given to certain 
other officers. 

Mr. Sixes. Is that the same act which provides for medical care? 

Mr. Henprerson. The same act; ves. 








Mr. Crovucu. That is Public Law 828. 

Mr. Roonry. What they did was take the legislative authoriza- 
tion and use that in place of the Appropriations Committees of the 
House and Senate—this is very apparent. 


MEDICAL BENEFITS FOR DEPENDENTS 


The next item is entitled, ‘“Medical benefits for dependents,” in 
an amount of $157,320. This estimate was made up to cover how 
long a period? 

Mr. Newsecin. From July 28 to the end of the fiscal year 1957. 

Mr. Rooney. You mean from last July 28? 

Mr. NEwWBEGIN. Yes, sir. 

Mr. Rooney. You mean you have already put this into effect, too? 

Mr. NeEwBeEGin. We have not put this into effect; no, sir. 

Mr. Rooney. Why do you want the money then? 

Mr. NewsBecin. Because we felt this was more than justified. We 
requested our personnel to keep their bills in case the committee 
should give us the funds; we would like to make that effective im- 
mediately. 

Mr. Rooney. This doesn’t apply to Foreign Service personnel; 
these are dependents of Foreign Service personnel, are they not? 

Mr. Newsecin. That is right. 

Mr. Rooney. Just what medical benefits do you propose to furnish 
these dependents? 

Mr. NewsBeGin. These benefits would include such things as medical 
expenses, after a $35 payment by the employee. They would also 
include the transportation of dependents to the place where proper 
medical facilities can be received, if they don’t exist at the post. And 
it would cover the usual number of illnesses, such as tuberculosis, 
malaria, dysentery, typhoid epidemics, and so forth. 

Mr. Rooney. Are all of the employees of the Foreign Service now 
furnished with medical benefits? 

Mr. Newseain. The employees, ves, sir—not the dependents. 

Mr. Rooney. Are there any questions on this? 

Mr. Sixes. Do you propose to extend this allowance to personnel 
living within the United States? 

Mr. Newsecin. This does not do that; no, sir. 

Mr. Sixes. Do you propose to recommend its inclusion? 

Mr. NewsBeain. I don’t think there are any such present inten- 
tions, sir. 

Mr. Sikes. I realize this is an authorization which we are consider- 
ing implementing by providing funds, but is there a similar authoriza- 
tion for dependents of other American personnel overseas? 

Mr. Newseain. This would affect the United States Information 
Agency and ICA. 

Mr. Stxes. Are funds included in here for those? 

Mr. NEWBEGIN. No, sir. 

Mr. Sikes. When is it proposed to provide medical care for their 
dependents? 

Mr. Newseain. That, [ think, would depend on those agencies, 
sir. I suppose once funds are authorized they will follow their own 
program. 

Mr. Henperson. They would probably come up with something 
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Mr. Rooney. There is no request pending for the United States 
Information Agency, and | am quite sure there isn’t any, at the 
moment, with regard to ICA. 

Mr. Stkes. Has your legal counsel also been requested to give an 
opinion on whether you could expe nd funds for this item without an 
appropriation from the Congress? 

Mr. Henprerson. Yes. We were of the opinion it could be done, 
but we did not do it, because this was such a large item we didn’t feel 
we ought to do it. 

Mr. Rooney. It might be well if the legal adviser arranged for the 
funds that he so graciously gave. 

Mr. Cotanronio. Mr. Chairman, on this question of ICA and 
USLA implementing a program, I have been in contact with both 
agencies. We operate medical-benefits services for those agencies on 
a reimbursement basis. 

Since their people, like ours, are overseas, we are going to implement 
this on a uniform date and on a reimbursable basis, and they will not 
necessarily come to you for a supplemental. In fact, I understand 
they are not coming to you for a supplemental. 


FOREIGN Service Evacuation Cost 


Mr. Rooney. We know that. How much has been obligated to 
date with regard to this $1 million entitled, “Foreign Service Evacu- 
ation Cost’’? 

Mr. Coranronto. Approximately $725,000 has been obligated to 
date, Mr. Chairman. 

Mr. Rooney. For what? Do you have the details? 

Mr. Cotantrontro. Yes, sir. The obligations cover per diem to the 
dependents. They cover the travel to the safe haven posts and 
return. 

Mr. Rooney. Do you have a breakdown of it? 

Mr. Cotanronto. Yes, we do, Mr. Chairman. We have a table 
which outlines the total obligations for the travel, per diem, and 
storage and shipment of effects. Mr. Ryan, do you have a set of 
those forms? 


PAYMENT OF PER DIEM TO DEPENDENTS 


Mr. Rooney. At this point, do [ understand you pay per diem to 
dependents? 

Mr. Cotantonto. Yes, Mr. Chairman, we have. 

Mr. Rooney. Under what authority? 

Mr. Cotanronto. Under the Foreign Service Act authority. 

Mr. Rooney. Where? 

Mr. Corantronto. In the Foreign Service Act we are authorized 
to remove dependents to a point of safety; and in doing so, they 
must live at the new point of safety se parated ge mevally from the 
employee. We are authorized to pay them a per diem rate. 

Mr. Rooney. Is that specifically in the act? 

Mr. Cotantronto. Yes, sir. 

Mr. Rooney. Please insert that at this point in the record. 

(The information referred to is as follows:) 








260 


Excerpts From ForeiGcN Service Acr AND IMPLEMENTING REGULATIONS 
Sec. 911. The Secretary may, under such regulations as he shall prescribe, 
pay 
(7) the travel expenses and transportation costs incident to the removal 
of the members of the family of an officer or employee of the Service and his 
furniture and household and personal effects, including automobiles, from a 
post at which, because of the prevalence of disturbed conditions, there is 
imminent danger to life and property, and the return of such persons, furni- 
ture, and effects to such post upon the cessation of such conditions; or to 
such other post as may in the meantime have become the post to which 
such officer or employee has been assigned. 


IMPLEMENTING REGULATION 


“In issuing evacuation travel orders, the chief of mission, under the blanket 
authority granted to him by the Department, may grant per diem to personnel 
or dependents when they are in evacuation travel status, to include evacuation 
to nearby posts, time awaiting reassignment orders, or other period of detention 
directly caused by evacuation.” 

(The above regulation from the Evacuation Manual has been downgraded to 
“Unclassified.’’) 

Mr. Rooney. What per diem do you pay? 

Mr. CoLantonto. We pay a per diem at the rate prescribed for 
the safe haven post. The per diem rate at each of the safe haven 
posts is $12 per day for adults and $6 for children under 12. 


SEPARATE MAINTENANCE ALLOWANCES 


Mr. Roonry. What is this matter of separate maintenance allow- 
ances, $25,300, as shown at page 6 of the justifications? 

Mr. Cotantonio. In some instances rather than paying per diem 
to the dependents of employees who remained at the evacuated post, 
we have authorized the payment of separate maintenance allowance, 
which on an annual basis ranges from $2,000 to $3,000. 

In such cases we do not pay the per diem. We pay only the sepa- 
rate maintenance allowance. 


DETAILS OF REQUIREMENTS 


Mr. Roonry. Do you have those details that I inquired for just a 
moment ago? 

Mr. Coutantonio. Yes, Mr. Chairman, we do. 

Mr. Rooney. May we see them. This detail comes to a total of 
$447,200. Where is the difference between that and the amount of 
$750,000 you mentioned a while ago? 

Mr. Cotantontio. I am only speaking to the travel and per diem, 
Mr. Chairman. 

Mr. Roongy. What are the other details? 

Mr. Cotantonio. These are the computations on the effects. We 
have the details on some of the other items. This is the hardship post 
differential costs. 

Mr. Rooney. Do I understand this correctly, the shipment and 
storage of effects costs how much for each of the 233 people? 

Mr. Coutantonio. There were 156 travel orders issued authorizing 
the shipment of effects to Genoa and storage in Genoa until the evacu- 
ation is over. We estimated that basic furniture and valuables would 
be shipped totaling approximately 5,000 pounds per employee or per 
travel order issued. 





| 
| 
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Mr. Rooney. In other words, about $300 for each employee of 
this group of 233? 

Mr. Cotantonto. That is correct, Mr. Chairman. We took this 
precautionary action as a result of the experience which we had during 
the China evacuation, where claims running into millions:of dollars 
were lodged against the Government because the effects and valuables 
of employees were not removed to a point of safety. Korea is also 
another example. 

Mr. Rooney. Mr. Sikes? 


TRANSPORTATION OF EVACUEES 


Mr. Sixes. I note that you also transported additional evacuees. 
On what basis did you transport evacuees other than State Depart- 
ment employees? 

Mr. Cotantonio. We transported those employees on the basis 
that we were interested in the safety of all American citizens overseas 
and all local employees that work with us or are loyal to the United 
States. 

Mr. Stxes. I am not sure that I understand your answer. Did you 
offer transportation to any American citizen who desired to be 
evacuated? 

Mr. Cotanronio. That is correct. 

Mr. Stxes. Did you pay their transportation cost? 

Mr. Cotantonio. We did, but most of those people were trans- 
ported on 2 ships which we used—the General Patch, MSTS ship 
which was used on a reimbursable basis at a cost of $195,000; and the 
American Export Line ship Exochorda, and that cost will be approxi- 
mately $54,000. 

Mr. Stkes. You say those are reimbursable costs. They are 
charged against what department? 

Mr. Cotanronio. The U.S.S. General Patch will be charged against 
the State Department. We have not yet resolved the Exochorda as 
to whether we will pay, or perhaps the Navy Department may have 
to pay. 

Mr. Crovcnu. Mr. Sikes, the Navy will probably finance these and 
we will have to reimburse the Navy. ‘Then when we collect from the 
individuals, the funds that we collect will go into miscellaneous 
receipts of the Treasury. 

Mr. Stxes. Do you propose to collect transportation from these 
individuals? 

Mr. Crovucnu. That is correct, sir. 

Mr. Sikes. About $250,000? 

Mr. CoLantronto. That is correct. 

Mr. Stkes. Suppose the individual doesn’t want to pay, or doesn’t 
have the money to pay? 

Mr. Crovecn. Then, sir, there is a procedure which we will follow 
by turning that claim over to the General Accounting Office, which 
will handle those claims. 

Mr. Sikes. In other words, you may or may not get this money. 

Mr. Crovcn. We may or may not get it. 

Mr. Sikes. Did you also provide housing for that type of evacuee 
at a safe haven? 
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Mr. McQuvarp. We did, sir, provide for it. But almost all civilians 
and nonofficial Government people who were evacuated made their 
own arrangements. 

Mr. Stxkes. Do you mean they paid their own bills? 

Mr. McQuvarp. Yes, sir. 

Mr. Sikes. You say almost all of them. How many did we pay? 

Mr. McQuarp. I don’t know of any case where we paid for a non- 
official Government American. In some cases we loaned money to 
the amount of about $30,000 to American citizens who had no money 
and were short of funds at the time the evacuation occurred. But 
these loans were made against a promissory note to repay. 

Mr. Sixes. What about household effects? Did the Government 
pack, transport, and store household effects of evacuees other than 
employees? 

Mr. McQuarp. No, sir. 

Mr. Sikes. You made no provision for those effects? 

Mr. McQuarp. No, sir. 

Mr. Stkes. How many evacuees were there other than Government 
employees? 

Mr. Rooney. 3,213, less 233. Is that correct? 

Mr. McQuarnp. Less 251. 

Mr. Rooney. You want to change the Secretary's statement at 
this point in the record? 

Mr. Ryan. It was 233 State Department people. 

Mr. Sixes. Will this number of approximately 3,000 be trans- 
ported back to the areas from which they were evacuated? 

Mr. McQuaip. The nonofficial persons? No, sir, we do not have 
an obligation to transport them back. We couldn’t in the first in- 
stance compel them to leave. We advised them to leave. 

Mr. Sixes. That is all, Mr. Chairman. 








SHIPMENT 





AND STORAGE OF PERSONAL AND HOUSEHOLD EFFECTS 
Mr. Rooney. Before I pass along, I should like to make this in- 
quiry: Specifically, let’s take the item of shipment and storage of 
effects, $208,900. How much has actually been expended to date for 
this purpose? 

Mr. Coxtantronio. We received the travel authorizations, Mr. 
Chairman, from each of these evacuated posts. 

Mr. Roonry. Could you give me the amount you have expended 
to date? 

Mr. Cotanronio. We have not tabulated the amount. We have 
about $300,000 expended against the $208,000 for this item, and the 
$447,000 for per diem and travel. 

Mr. Rooney. I am trying to find out with regard to the $208,000 
item, how much has actually been expended to date? 

Mr. Cotantonto. I do not have an answer for you, Mr. Chairman. 

Mr. Rooney. Has any of it? 

Mr. Cotantronio. We do not have the bills in from Genoa. 

Mr. Roonry. The answer is you haven’t expended any of it? 

Mr. Cotanrontio. I am sure that bills have been presented 

Mr. Rooney. You understand what I am getting at, Mr. Crouch, 
don’t you? The answer is you have expended nothing to date? 

Mr. Croucu. The answer, Mr. Chairman, is we absolutely do not 
know because 
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Mr. Rooney. I want to know how much has been expended to 
date—a very simple question. 

Mr. Coxiantonto. I know this much. We have expenditures 
reported to the Office of Personnel— 

Mr. Rooney. Do you know of any definite expenditure to date? 

Mr. Cotantronto. Yes, sir. 

Mr. Rooney. What? 

Mr. Cotantonto. $300,000. 

Mr. Rooney. On this amount of $208,884 that the colloquy 
concerns? 

Mr. Cotantronro. We have not analyzed the expenditures. 

Mr. Rooney. Do you know of any expenditure to date with regard 
to the amount of $208,884? 

Mr. CoLanronto. The answer technically is “No, sir.”’ 


BREAKDOWN BY CATEGORIES OF EVACUEES OF EVACUATION COSTS 


Mr. Rooney. I think it might be interesting to get a table with 
regard to the sum of $1 million showing how much for the 3,000 
Americans and how much you propose to expend for the 233 State 
Department employees and dependents. Would you break that down 
for us, please? 

Mr. Cotantonto. I didn’t work the estimates out on the $1,000,800. 
That was done by Mr. Crouch. 

Mr. Rooney. That is in another area? 

Mr. Croucn. We will do that, Mr. Chairman. But I am not posi- 
tive that I understand the question. 

Mr. Rooney. The question is: You have a total requested appro- 
priation of $1 million. How much thereof is for the 3,000 Americans 
and how much is for the 233 emplovees and dependents? 

Mr. Crovucn. Yes, sir. 

(The information referred to is as follows:) 

Approximately $750,000 of the $1,000,000 requested for the evacuation is to 
cover travel expenses and transportation costs for 233 Department of State 
employees and dependents. The balance of $250,000 is for the evacuation of 
approximately 3,000 American and non-American personnel. 

Mr. Rooney. Mr. Bow? 

Mr. Bow. What is the amount of the notes you have received on 
this evacuation? 

Mr. McQuvatp. We have notes from 245 of the passengers who 
embarked on the Krochorda. 

Mr. Bow. What was the total number of passengers? 

Mr. McQuaip. Two hundred and ninety-five. 

Mr. Bow. How about the other 50? Why were there no notes 
taken from them? 

Mr. McQvarp. Some of them were Government employees and 
therefore the Navy ruled that we would pay the Government for this. 

Mr. Bow. Those were Government employees other than State 
Department employees? 

Mr. McQuvarp. Yes, sir. We had promissory notes on the Hrochorda 
which we estimate, if we collected all the money from them, it would 
be $43,000. 

Mr. Bow. Is that from the 245 people? 

Mr. McQvarn. Yes, sir. 
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Mr. Bow. What about the others that were evacuated, the other 
civilians? 

Mr. McQuaiw. The others were evacuated on three ships belonging 
to the Navy out of Alexandria and three other Navy ships out of 
Haifa. This evacuation took place under fairly urgent conditions. <A 
lot of those people evacuated were not Americans at all. There were 
700 other nationals involved. 

Mr. Bow. In other words, in this item we are paying for the 
evacuation of other than American citizens? 

Mr. McQuarp. Yes, sir. 

Mr. Bow. How many were there? 

Mr. McQuain. 700 foreign nationals. 

Mr. Bow. They were evacuated by the Navy? 

Mr. McQuarp. Yes, sir. 

Mr. Bow. That gives us 945. How about the others? 

Mr. McQuaip. There were 2,513 Americans altogether. There 
were 700 foreign nationals, giving a total of 3,213 

Mr. Bow. Of the 2,513 American nationals, you have obtained 
notes from 245? 

Mr. McQuar. We actually have notes from more than that. We 
have notes from approximately a thousand people. But the notes 
signed by foreign nationals will have to be collected—if at all—from 
their respective governments. 

Mr. Bow. Then I take it you say you have notes from about a 
thousand people? 

Mr. McQuarn. Right. 

Mr. Bow. How many notes from the 700 foreign nationals? 

Mr. McQuam. We haven’t gotten a final report on that sir. 

Mr. Bow. Let me ask this question: Were some of these people 
who were evacuated—some of these 2,513—employees of American 
corporations abroad? 

Mr. McQuarp. Yes, sir. 

Mr. Bow. And will the corporations pay these notes to the State 
Department? 

Mr. McQuaip. Yes, sir. The principal corporations involved in 
the evacuation from Egypt were General Motors, Ford, and the 
Sahara Petroleum Co. All three of those concerns have said that 
they would pay. 

Mr. Bow. What does that total? 

Mr. McQuarp. That is the $43,000 figure. 

Mr. Bow. From those three corporations? 

Mr. McQuvuarn. Yes, sir. 

Mr. Bow. When that money is paid, where does it go? Into the 
Treasury? 

Mr. McQuarp. Yes, sir. 

Mr. Bow. What is your anticipation on the collection of the other 
amounts? 

Mr. McQvaip. We don’t anticipate frankly collecting very much. 
We are still trying to collect from the First World War. 


CANCELLATION OF HOTEL RESERVATIONS AND PAYMENT OF HOTEL BILLS 
Mr. Bow. A small item in this shows ‘“‘Cancellation of hotel reserva- 


tions and payment of hotel bills.” Where were those? 
Mr. McQuaip. Those were in Beirut, si 
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Mr. Bow. Were those for employees or civilians? 

Mr. McQuvuaip. Those were for both, principally for civilians, I 
gather. They knew approximately how many Government employees 
would turn up in Beirut, but they couldn’t be certain of the other 
Americans. 

Mr. Bow. So when it was said here a few minutes ago that none 
of these expenses were paid for civilians, in fact there was an amount 
of approximately $4,500 paid for civilians. 

Mr. McQvarp. That’s true. Certainly the costs of the 2 ships 
involved, totaling $249 ,000—the biggest percentage of that expense was 
for other than official Americans. 

Mr. Bow. What was the basis for making these hotel reservations? 

Mr. McQuarp. The anticipated arrival of a great many evacuees 
in Beirut, which was a safe haven area. 

Mr. Bow. Can you tell us how much of that was cancellation and 
how much was actual payment of hotel bills? 

Mr. McQuarp. No, sir; I cannot. 

Mr. Ryan. That is all cancellation. 

Mr. McQvarp. That $4,500 is all cancellation. 

Mr. Bow. In other words, the item here of cancellation of hotel 
reservation and payment of hotel bills actually is all cancellation and 
not payment of bills where rooms were occupied? 

Mr. McQvaip. That is right. 

Mr. Bow. I believe that is all at this time. 

Mr. Rooney. Mr. Clevenger? 

Mr. CLevencer. Nothing. 


INCLUSION OF EVACUATION COSTS IN SALARIES AND EXPENSES 
APPROPRIATION 


Mr. Rooney. I have been doing some thinking as I sat here. We 
have had evacuation situations previously. If my memory serves me 
right, this is the first time we have ever had evacuation money in the 
salaries and expenses item of the Department of State. I wonder if 
this would be the result of an attempt to lend some glamour to a request 
for these substantial increases in payments and allowances to per- 
sonnel? 

Previously this was always carried—and I can remember the 
Korean evacuation and other evacuations—in emergencies in the 
diplomatic and consular service. Is that: correct? 

Mr. Croven. That is correct, Mr. Chairman, and that is the appro- 
priation under which we submitted our request to the Bureau of the 
Budget. The Bureau of the Budget transferred this fund from the 
appropriations, ‘““Emergencies in the diplomatic and consular service’ 
to “‘Salaries and expenses.”’ 

Mr. Roonry. You have in the current fiscal vear appropriation 
an amount of $1 million for ““Emergencies in the diplomatic and con- 
sular service,’”’ do you not? 

Mr. Covcn. That is correct, sir. 


COMPARISON OF SALARIES AND EXPENSES APPROPRIATIONS, 
1956 AND 1957 


Mr. Roonry. With regard to this overall picture and this matter 
of such niceties as providing for servants—not for the Ambassador 
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but the No. 2 officer—I am reminded of the fact that in fiscal year 
1956 the total appropriations for salaries and expenses, Department of 
State, were in the amount of $71,810,000. Is that correct? 

Mr. Henperson. I believe it is, ves. 

Mr. Croucn. That is correct. 

Mr. Roonry. You have at the present time the amount of 
$90,500,000, or an increase of $18,690,000 over the last fiscal vear, 
which ended June 30. Is that correct? 

Mr. Crovucn. That is correct. 


EMPLOYEES ASSIGNED TO EVACUATION PROGRAM 


Mr. Bow. Mr Chairman, may I ask another question? 

Mr. Roonry. Yes, Mr. Bow. 

Mr. Bow. How many employees do vou have now working in the 
evacuation program throughout the world? 

Mr. McQuaip. Mr. Chairman, there are a few people working in 
Beirut and a majority of the evacuees are out at the present time. 
Then of course you have your employees who remained at the evac- 
uated posts and are still there. 

Mr. Bow. I am talking now about people who specifically are 
“ane on the evacuation program. 

Mr. Crovucn. Mr. Bow, we do not have people assigned specifi- 
cally to evacuation operations. 

Mr. Bow. Are you anticipating any change in that? 

Mr. Crovcn. We are not. I should correct that; the one person 
engaged in evacuation operations who is in the Department is Mr. 
McQuaid. Overseas it happens to be people who are assigned those 
responsibilities in addition to their other operating duties. 

Kor example, sir, I was evacuation officer for France when I was 
there, but my job was administrative officer of the Embassy. 

Mr. Bow. My question is: Are you anticipating any additional 
employees in the evacuation program in posts abroad? 

Mr. McQvaip. My shop, sir, intends to make a recommendation 
to that effect; ves, sir. 

Mr. Bow. What is that recommendation? 

Mr. McQvuaip. That where we have what we have referred to as 
the liaison groups, the chairman of those groups be permanently 
engaged in evacuation duties. 

Mr. Bow. How many emplovees will that involve? 

Mr. McQuarp. That would involve approximately eight. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Rooney. If there are no further questions, thank vou, gentle- 
men. 

CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


The next item is also for the Department of State and is entitled 
“Contributions to International Organizations.”” This appears at 
page 27 of House Document No. 115, and is a request for $7,464,384 
additional in the current fiscal year. 

It might be well if the entire set of justifications with regard thereto, 
consisting of 10 pages, were inserted at this point in the record. 

Without objection, these pages shall be so inserted. 

(The pages referred to are as follows:) 
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Contributions to international organizations, Stale, 1957 


Appropriation to date___ _- : = we aS aoe $33, 859, 285 
Obligation to Feb. 28, 1957 . Bwswuk's - 32, 414, 084 
Expenditures to Feb. 28, 1957_ poate seee . 31, 610, 054 
Budget estimate next fiscal year____- : 37, 475, 552 
Employment. : None 
Request : ate sic ee 7, 464, 384 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The amount requested of $7,464,384 consists of adjustments in the amounts 
: — ’ ’ ce ; J ; are a 
required to meet United States contributions to the following organizations: 


Fiscal year Revised 1957 
1957 appro- estimates 
priation 


Net change 


United Nations om $16, 108, 389 $23, 357,989 | -+$7, 249, 600 

International Civil Aviation Organization, joint support 624. 100 | $29, 338 +205, 238 

International Bureau for the Publication of Customs Tariffs- 2, 233 | 47, 208 | +44, 975 
Total ‘ ; ‘ . | +7, 499,813 

Less estimated savings ‘ 35, 429 | —35, 429 
Tot il 


+7, 464, 384 


EXPLANATION OF LANGUAGE 


The appropriation language authorizes the additional amount of $7,464,384 and 
establishes two limitations. 

The first limitation “of which $44,975 shall be for contribution to the Inter- 
national Bureau for the Publication of Customs Tariffs in accordance with the 
provisions of the act of July 11, 1956 (Public Law 680)”’ is to cover an increase of 
$6,425 per year for the fiscal years 1951 through 1957. 

The second limitation is ‘and not to exceed $6,583,000 shall be available for 
payment to the United Nations as contributions for the United Nations Emergency 
Force.”’ The amount requested consists of an assessed contribution of $3,333,000 
and a voluntary contribution of $3,250,000, a total of $6,583,000, representing the 
United States share of maintaining UN EF forces through calendar year 1957, in 
compliance with resolutions adopted by the General Assembly of the United 
Nations. The limitation proposed will prohibit the expenditure of more than the 
amount indicated for support of UNEF. 
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Program and financing 





Increase 
Program by activities Presently Revised (+) or de- 
available estimate crease ( 





UNITED NATIONS AND SPECIALIZED AGENCIES 


. United Nations 


difference 


. $16, 108, 389 $23, 357, 989 +-$7, 249, 600 
2. United Nations Educational, Scientific, and Cultural 
Organization ‘ 3, 152, 574 | 3, 152, 574 
3. International Civil Aviation Organization 1, 553, 895 1, 759, 133 205, 238 
4. World Health Organization 3, 410, 040 3, 410, 040 
5. Food and Agriculture Organization. __. 1, 094, 863 1, 994, 863 
6. International Labor Organization 1, 638, 861 1, 638, 861 
7. International Telecommunication Union 153, 200 153, 200 
8. World Meteorological Organization 59, 660 59, 660 
Subtotal 28, 071, 482 35, 526, 320 7, 454, 838 
INTER-AMERICAN ORGANIZATIONS | 
1. American International Institute for the Protection of 
Childhood... 10, 000 10, 000 | 
2. Inter-American Indian Institute. -_- <#e. 4, 800 4,800 |. 
3. Inter-American Institute of Agricultural Sciences 210, 472 210, 472 | 
4. Pan American Institute of Geography and History 48, 780 48, 780 
5. Pan American Railway Congress Association - - --- on 5, 000 5, 000 . 
6. Pan American Sanitary Organization.---..........-...-..- 1, 386, 000 1, 386, 900 |_. 
7. Organization of American States-- eid ij 2, 594, O83 2, 594, 083 Z | 
8. Inter-American Radio Office......-- conn 34, 092 34, 092 
ee tas ke et Pt So babi swcekoks 4, 293, 227 4, 293, 227 4 
| 
OTHER INTERNATIONAL ORGANIZATIONS 
| 
1. Interparliamentary Union_--. oneananenmeneauonen B 18, 000 18, 000 4 ; 
2. Cape Spartel and Tangier Light_........--- Gina abenes 2, 026 RUS Veo cccds | 
a ae aS pe eres a 134, 973 134, 973 | 
4. International Bureau of the Permanent Court of Arbitra- | 
EL cats sana deci Sie aavienedakiee dates ieccoabadainn aaa 1, 282 SD 1a ons sseauees 
5. International Bureau for the Protection of Industrial 
IR A es. Be re eR 1, 767 ae te ce. ade 
6. International Bureau for the Publication of Customs 
tagcat 3 Dee ete as apounecemetet 2, 233 47, 208 +44, 975 
7. International Bureau of Weights and Measures..-._....-. 15, 000 ROS i oo cee. 
8. International Council of Scientific Unions and Associated 
a at a eh ea iaiecel 9, 000 1 = x | 
9. International Hydrographic Bureau__-- 9, 997 9, 997 
10. International Sugar Council 14, 406, | 14, 406 
11. International W heat Council 24, 666 24, 666 | 
12. South Pacific Commission 69, 797 69, 797 
13. North Atlantic Treaty Organization 1, 150, 000 1, 150, 000 
14. North Atlantic Treaty Parliamentary Conference 6, 000 6, 000 
Subtotal.....--. 1, 459, 147 1, 504, 122 +44, 975 
Total obligations 33, 823, 856 41, 323, 669 +7, 499, 813 
Add estimated savings 35, 429 35, 429 
A ppropriation.-.-__-. 33, 859, 285 41, 323, 669 +7, 464, 384 
Obligations by objects 
Increase 
Pre cently Revised wr de 
ivailable estimate crease 
liffers ‘ 
07 Other contractual servic 
Services performed by other agencies $400, 000 $400, 000 


11 Grants, subsidies, and contributions 33, 423, 856 40, 923, 669 +$7, 499, 813 


Total obligations 33, 823, 856 41, 323, 669 +7, 499. 813 
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JUSTIFICATION OF ESTIMATE 
UNITED NATIONS 


The amount requested of $7,249,600 consists of the following items: 


United States contribution to the United Nations Emergency Force_ $6, 583, 000 
United States advance to the United Nations working capital fund 666, 600 


SOs scdaeesidansuneue 5 ee inte ad cies ede chal p ectee es asck Ge cl. Saen 
United Nations Emergency Force 


Reason for supplemental.—The United Nations Emergency Force was estab- 
lished by the General Assembly on November 5, 1956, following a request to the 
Secretary General to submit a plan for an emergency international force (UN EF) 
to secure and supervise the cessation of hostilities in Egyptian territory. 

Subsequent resolutions relating to the financing of the costs attendant upon the 
establishment of UNEF were approved to the following effect: 

(1) That the Secretary General be authorized to incur expenditures on behalf 
of UNEF for 1957 up to $16,500,000; 

(2) That the initial $10 million should be met from assessments on member 
governments in accordance with the regular assessment seale for 1957; and 

(3) That the remaining $6,500,000 be met by voluntary contributions and that 
the General Assembly, at its 12th session, consider the basis for financing any 
UNEF costs in excess of $10 million not covered by voluntary contributions. 

Since the success of the UNEF operation is so closely tied to the cause of world 
peace, the United States has declared its present intention, subject to the normal 
constitutional processes of the United States Government, to make a voluntary 
contribution of up to one-half of the required additional $6,500,000 for 1957, on 
the assumption that an equivalent amount would be pledged by other countries. 


Computation of estimate 





Total | United States| United States 

amount | percentage contribution 

Initial assessment... tied $10, 000, 000 | 33. 33 | $3, 333, 000 
Additional approved requirement__- | 6, 500, 000 50. 00 3, 250, 000 


Total 6, 583, 000 
| 


The General Assembly resolutions were approved subsequent to the enactment 
into law of the fiscal year 1957 appropriation act which contained an amount 
of $16,108,389 to meet the United States share of the regular budget of the 
Organization for the calendar year 1956. 


United Nations working capital fund 


Reason for supplemental—The General Assembly of the United Nations has 
approved a resolution increasing the level of the working capital fund from 
$20 million to $22 million. Prior year’s experience with regard to the time schedule 
when regular contributions are received shows that the cash position of the 
Organization in certain months is so low as to affect the fiscal stability of the Or- 
ganization. This factor, in conjunction with a higher budget level and increased 
emergency expenditures resulting from General Assembly action necessitates the 
$2 million increase. Advances to the working capital fund, which stand to 
the credit of the membership, are made at the same percentage as contained 
in the scale of assessments to the regular budget. 

Computation of estimate-—The United States share of the additional advance 
of $2 million at 33.33 percent amounts to $666,600. This action was taken 
subsequent to the enactment into law of the fiscal year 1957 appropriation act 
which contained an amount of $16,108,389 to meet the United States share of the 
regular budget of the Organization for the calendar year 1956. 

Statutory authorization.—Public Law 264, 79th Congress, approved December 
20, 1945, as amended by Public Law 341, 81st Congress, approved October 10, 1949 
(22 U.S. C. 287, 287 a-f). Charter of the United Nations ratified by the United 
States August 8, 1945 (T. S. 993). 
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INTERNATIONAL CIVIL AVIATION ORGANIZATION JOINT SUPPORT PROGRAM 


Reason for supplemental, $205,238 

The original estimate for the fiscal year 1957 of $624,100 was predicated upon 
a continuation of the same level of expenditure as the previous year. However, 
in September 1956, after the fiscal year 1957 appropriation act had been enacted 
into law, at a joint financing meeting held in Geneva, 2 new simplified joint support 
agreements, 1 for Iceland and 1 for Denmark, were negotiated. The amount 
required by the United States to meet its financial commitments under the new 
agreements for the fiscal year 1957 amounts to $829,338. 

The significant factors causing the increased requirements are (1) an increase 
over 1955 actual audited costs of 7 percent in the case of Denmark and 20 percent 
in the case of Iceland, to meet inflationary trends occurring during 1956 and the 
need to depreciate equipment at a faster rate since the previous rate has proved 
to be unrealistic under the unfavorable climate prevailing in the locations where 
the equipment is used, approximately $200,000; (2) the inclusion of new services 
at the Geneva meeting, $259,000; and (3) a nonrecurring contribution to establish 
a 10-percent reserve fund in each of the agreements, $210,000. 

The United States share at 42.12 percent is approximately the same as before 
with two factors offsetting each other. The first factor is a reduction to 5 percent 
in the percentage borne by the aided states. The second factor is the assumption 
by all 14 participating governments of their share of all services provided, as 
compared with the prior system whereby some services were borne by as few as 
7, 9, or 10 states. 

Computation of estimate 


Revised Increase 
estimate |(+) or de 
crease 


Original 
estimate 


SUMMARY 
Danish agreement 


$391, 550 | $519, 982 |+$128, 432 


Icelandic agreement 286, 550 363, 356 +76, 806 
Total joint support 678, 100 | 883,338 | +205, 238 
Less anticipated credits ~—54,000 | —54, 000 
Total - 624, 100 829, 338 +-205, 238 


DETAILED COMPUTATION 


FAROES, GREENLAND, FREDERICKSDAL, 
COMBINED 


DANISH 


Budget - $930, 500 Budget $1, 234, 525 
United States percent 42. OR United States percent 42.12 
United States share $391,550 United States share $519, 982 |+$128, 432 


ICELANDIC AND VIK 
COMBINED 


ICELANDIC 
Calendar year 1956 budget. $739, 446 
United States percent 39. 77 


United States share $204, OR2 





From 1956 funds $147, 041 
From 1957 funds 147, 041 
Less credits- 10, 410 
136, 631 136, 631 
Calendar year 1957 budget $730, 500 Calendar year 1957 
budget $1, 076, 562 
United States percent 4). 71 United States percent 42.12 
United States share $297, 400 United States share $453, 449 
From 1957 funds 149, 919 From 1957 funds 226, 725 
Total, Icelandic agreement 286, 550 2363. 356 L768. R06 
Statutory authorization 
Articles 69, 70, and 73 of the Convention on International Civil Aviation 


ratified by the United States on August 6, 1946 (T. I. 


A. S. 1591 
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INTERNATIONAL BUREAU FOR THE PUBLICATION OF CUSTOMS TARIFFS 


Reason for supplemental, $44,975 

Under date of December 16, 1949, a protocol modifying the Convention of 
July 15, 1890, concerning the creation of an International Union for the Publica- 
tion of Customs Tariffs, was opened for signature at Brussels. The protocol had 
the effect of raising member government contributions in support of the Union. 
The effective date recommended by the Conference which formulated the protocol 
was April 1, 1950. The protocol was ratified by the United States on September 
20, 1956, with the advice and consent of the Senate voted 84—0 on January 25, 
1956. The financial consequence upon the United States was an increase of 
$6,425 in its annual contribution from $2,233 to $8,658. In view of the fact 
that it was not until the fiscal year 1957 that the United States ratified the 1949 
protocol, legislation was enacted (Public Law 680, 84th Cong.) authorizing an 
appropriation of $44,975 to cover the difference between the amount paid by the 
United States under the authority of the 1890 convention and the amount 
assessed under the 1949 protecol for the fiscal years 1951 through 1957. 


Computation of estimate 


Under the Under the 
| 1890 con- | 1949 protocol 
vention 
Total assessments (in gold franes $B 159, 642 515, 450 
United States percentage share 4. 28 5.14 
United States assessment, exchange rate, 1 gold franc equals 32.67 cents 6, 833 26, 500 
United States contribution in dollars- $2, 233 $8, 658 


The difference of $6,425 for 7 years (fiscal years 1951-57) amounts to $44,975. 
Statutory authorization 

The convention forming the International Union for the Publication of Cus- 
toms Tariffs ratified by the United States December 17, 1890 (T. S. 384). The 
protocol modifying the convention of 1890 ratified by the United States Septem- 
ber 20, 1956, and Public Law 680, 84th Congress, approved July 11, 1956. 

Mr. Rooney. With regard to “Contributions to international or- 
ganizations, Department of State,’”” how much do you have in fiscal 
year 1957, the year that you wish to increase by $7,464,384? 

Mr. Witcox. Mr. Chairman, the amount is $33,859,285. 


GENERAL STATEMENT 


Mr. Rooney. Do you have a general statement, Mr. Secretary? 

Mr. Wincox. Yes, sir; I have. It is a very short one, and perhaps 
for the record it might be better if I would read it. 

Mr. Rooney. All right, sir. 

Mr. Witcox. The Department of State requests an amount of 
$7,464,384 as a fiscal vear 1957 supplemental to meet additional 
requirements for (1) the United States share of current expenses of 
the United Nations Emergency Foree (UNEF), (2) an advance to 
the United Nations working capital fund, (3) the United States 
share of the increased costs of the joint support program of the 
International Civil Aviation Organization (ICAQ), and (4) certam 
additional contributions for the support of the International Bureau 
for the Publication of Customs Tariffs. 

The amount requested for contributions toward the cost of maintain- 
ing the UNEF is $6,583,000 or 88 percent of the total supplemental! 
request. This international force has been in being since November 
7, 1956. Funds for its operations have been borrowed provisionally 
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from the United Nation’s working capital fund. The Secretary 
General of the United Nations has now been authorized to expend up 
to ene to maintain the force from its inception through the 
calendar year 1957. 

Of this Sit $10 million is to be borne by the entire membership 
in the same proportion as contributions to the regular budget of the 
U wom Nations; under this arrangement the United States share is 
$3,333,000. This decision was an historic affirmation that the cost of 
see e is the regular responsibility of the entire membership even 
though many of the members feel they are not directly involved in 
the particular Middle East problem which disturbed the peace. 

A sudden and unanticipated increase of this magnitude in United 
Nations costs, however, poses serious problems for many of the smaller 
countries. The General Assembly, therefore, decided as an unusual 
measure that an appeal for voluntary contributions should be made to 
secure the balance of $6,500,000 needed for 1957. 

The United States has declared its present intention, subject to the 
normal constitutional processes of our Government, to make a volun- 
tary contribution of one-half of the required additional $6,500,000 or 
$3,250,000 on the « assumption that an equivalent amount would be 
pledged by other countries. 

The importance of UNEF’s role in maintaining world peace is 
unquestionable, and the need to insure adequate provision for its cost 
is urgent. The leadership that has been exerted by the United States 
in this area requires that we do everything in our power to insure that 
UNEF has the necessary tools to do the job. 

An amount of $666,600, approximately 9 percent of the total 
quested, is required as an advance by the United States to the United 
Nations working capital fund. This amount represents the United 
States percentage share, 33.33 percent, of an additional $2 million to 
raise the level of the fund from $20 million to $22 million. This in- 
crease in the working capital of the Organization is deemed necessary 
and urgent because past experience shows that during certain months 
the cash position of the Organization is so low as to endanger its fiscal 
stability 

The United States, for instance, does not pay its contribution until 
July, 6 months after the fiscal period of the United Nations has begun. 
This factor in conjunction with a higher budget level and increasing 
emergency expenditures necessitated the $2 million increase. An 
advance to the working capital fund stands to the credit of the 
contributing members and is made at the percentages established in 
the current scale of assessments. 

An amount of $205,238 is requested to meet the United States’ 
share of the increased cost of operating the Denmark and Icelandic 
joint support agreements recently renegotiated in Geneva in Septem- 
ber 1956. These agreements provide for the maintenance of adequate 
aids to air navigation, communications and meteorological services 
and facilities to insure the safety of international flights over the 
North Atlantic. 

The costs of maintaining the agreements are shared in proportion 
to the number of flights made by each of the 14 participating countries. 
The major reasons for the increase are (1) inflationary trends in 
Iceland and Denmark; (2) the adoption of more realistic depreciation 
rates for equipment based on experience with the unfavorable climate 
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prevailing in the area; (3) the setting up of a 10 percent revolving 
fund in each of the agreements; and “(4 ) the inclusion of additional 
services required to insure safety of flight. 

The final amount of $44,975 represents the payment of 7 years 
back dues to the International Bureau for the Publication of Customs 
Tariffs. A period of 7 years has elapsed between the adoption by 
the Organization of a protocol, in 1949, which raised the budget 
ceiling and amended its classes of contribution, and the ratification 
of that protocol by the United States (September 20, 1956). The 
annual increase to the United States under the revised protocol is 
$6,425. 

The United States percentage share changes slightly from 4.28 
percent to 5.14 percent; 50 of the 61 members of the Organization 
have adhered to the 1949 Protocol and are paying at the higher rates 
contained therein. The United States has been receiving the full 
services of the Bureau since 1950 despite the fact that it has been 
paying at the lower rate which amounts to less than 2 percent of 
total contributions currently received by the Bureau. 

It is considered desirable, therefore, that this Government pay its 
increased contribution for the intervening years while the protocol 
has been in effect. It was these considerations that undoubtedly 
resulted in the passage of Public Law 680, 84th Congress, which 
authorized the appropriation of funds for this purpose. 

The total increase in requirements for the activities which I have 
referred to above amount to $7,499,813. When offset by $35,429 in 
estimated savings from other activities under this appropriation 
heading, an amount of $7,464,584 is actually requested at this time. 

Thank you, Mr. Chairman. 


CONTRIBUTION REQUIREMENTS FOR UNITED NATIONS 


Mr. Roonry. With regard to the United Nations Emergency Force 
this would mean that vou want the sum of $6,583,000. Is that right? 

Mir. Witcox. Yes, sir. 

Mr. Roonsty. And then you want an advance to the United Nations 
working cavital fund in the amount of $666,600? 

Mr. Witcox. That is correct, sir. 

Mr. Rooney. I understood we had a limitation on funds im regard 
to the United Nations in the amount of 33% percent. Is that correct? 

Mr. Winicox. No, sir; not entirely. It is correct insofar as the 
regular budget of the United Nations is concerned. 


BASIS OF REQUEST FOR UNITED NATIONS BMERGENCY FORCE 


Mr. Roonry. With regard to this item for the United Nations 
Emergency Force, you not only propose to pay one-third of the cost 
of that force, but you want how much over and above that? 

Mr. Witcox. Our contribution would be 

Mr. Roonry. Thi at calls for an amount. 

Mr. Witcox. $3,250,000. 

Mr. Rooney. Tia the one-third share? Is that right? 

Mr. Witcox. Yes, sir. 

Mr. Rooney. Who agreed to this? 
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Mr. Wiicox. We haven’t agreed to it. We have said in the United 
Nations, subject to congressional approval, we declared our inte ntion 
to make such a contribution. 

Mr. Roonry. Who made that declaration? 

Mr. Wiicox. Ambassador Jones, sir. 

Mr. Rooney. If I understand this correctly, you not only would be 
paying one-third of the overall costs—— 

Mr. Wiucox. No, one-third of the first $10 million. 

Mr. Rooney. One-third of the first $10 million—exactly correct 
but now you want to pay 50 percent of the difference between the 
$10 million and $16.5 million. 

Mr. Witcox. Fifty percent of the second installment, that is, the 
$6,500,000 that is left of the total amount. 

Mr. Rooney. So that of the United Nations Emergency Force 
stated budget of $16.5 million, the United States would be paying 
how much? 

Mr. Witcox. We would be paying a total of $6,583,000. I may 
say, Mr. Chairman, that in many ways we were very fortunate to get 
the first $10 million established as a regular contribution to the regular 
United Nations budget, because a good many smaller states far away 
from the Middle East felt they didn’t have any direct responsibility 
for the crisis and did not waat to contribute. 

I think that we achieved something of a victory, from our point of 
view, to get that $10 million on a 33% percent basis. As I say, a good 
many states felt they had no direct interest in the matter and were 
trving to avoid making any contribution at all. 


AVAILABILITY OF FUNDS APPROPRIATED TO THE PRESIDENT 


Mr. Rooney. Why isn’t this paid as part of ICA? How much does 
the President have, in connection with that area under ICA, of which 
he has absolute control? 

Mr. Crovucu. The Mideast policy which was just authorized allows 
the use of $200 million. 

Mr. Rooney. Exactly, and he already has that $200 million, 
doesn’t he? 

Mr. Croucn. That was not a request to appropriate money. That 
was a request to use money already appropriated, as | understand it. 

Mr. Rooney. He has in that area a fund of how much for whatever 
purpose he desires to use it? 

Mr. Crovucn. I really don’t know, Mr. Chairman. 

Mr. Rooney. Is it $200 million? 

Mr. Crovucu. The Mideast doctrine does call for the use of $200 
million, if necessary; ves, sir. 

Mr. Rooney. Why wouldn’t this matter of the police force for that 
area—which is the very area with which that $200 million is con- 
cerned—be used instead of an appropriation for the State Department? 

Mr. Wixcox. I don’t have the language of the resolution with me, 
Mr. Chairman, but I have some doubts that the language is broad 
enough to permit the use of funds for this particular purpose. | 
could be wrong about that, but I think the $200 million is supposed 
to be used primarily for economic-development purposes. L doubt 
if this particular activity could be categorized as such. 
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Mr. Rooney. Please insert at this point in the record a statement 
with regard to this, giving all the details. 

(The information referred to follows:) 

The United Nations Emergency Force was established by a resolution of the 
United Nations General Assembly as an intrinsic function of the United Nations. 
The resolution provided that the costs of establishing and maintaining the force 
should be borne, in major part, by the United Nations from its budget. 

Funds required to meet all obligations incurred by the United States by reason 
of its membership in international multilateral organizations, pursuant to treaty, 
convention, or specific act of Congress, are sought by the executive branch in 
budget requests submitted by the Department of State under the heading ‘“‘Con- 
tributions to International Organizations.’”’ This method of presentation was 
proposed by the executive branch, and has heretofore been accepted by the Con- 
gress in order that all such requests may be considered in one bill. The execu- 
tive branch, therefore, submitted its request for funds to fulfill its obligation in 
connection with the United Nations Emergency Force as a supplemental appro- 
priation for ‘‘Contributions to international organizations.’ In order to avoid a 
situation in which funds for the same single project would be sought from two 
separate appropriations, it was also decided to submit in the same request the 
additicnal amount proposed for voluntary contribution to the United Nations 
above the United States assessed share. 

It would be in accordance with existing law to make funds available to the 
United Nations for the costs of the emergency force by exercising the authority 
contained in section 401 of the Mutual Security Act of 1954, as amended, or the 
additional authority contained in section 3 of the joint resolution on the Middle 
Kast. However, for the reasons stated above, it was decided to submit a request 
relating to the costs of the emergency force as a supplemental appropriation to 
the Department of State for ‘‘Contributions to international organizations.” 


ADVANCE TO THE UNITED NATIONS WORKING CAPITAL FUND 


Mr. Rooney. If this advance of $66,600 to the working capital 
fund of the United Nations were to be approved, would our 1958 
contribution be reduced accordingly? 

Mr. Witcox. No, sir. 

Mr. Rooney. This would be over and above that, would it? 

Mr. Witcox. Yes, sir. This is to increase the working capital 
fund, which is a reserve fund to be used when the agency is short of 
funds and needs to expend relatively large amounts which it would 
not have available otherwise. 


INTERNATIONAL CIVIL AVIATION ORGANIZATION JOINT SUPPORT 
PROGRAM 


Mr. Rooney. You also have in this request an item for ICAO? 

Mir. Witcox. Yes, sir. 

Mr. Rooney. Totaling $829,338? 

Mr. Witcox. Yes; for fiscal year 1957. 

Mr. Roonry. Now you want how much? 

Mr. Wiicox. $205,238. 

\Ir. Rooney. In addition to the amount of $829,338? 

Mr. Witcox. This is included, sir. We had $624,100 for fiscal 
1957. We are now asking for this additional amount of $205,238, 
which would make a total of $829,338. 

Mr. Roonry. What is the percentage that vou would have the 
United States pay with regard to this total amount? 

Mr. Wiicox. Our percentage is 42.12 percent, which is based upon 
the number of flights made by each of the 14 participating countries. 

\Ir. Rooney. What was it previously? 
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Mr. Cummins. If I may answer that, there were 5 agreements 
previously, all at various other rates, and they averaged out to about 
41.5 percent. 

Mr. Roonry. What was the last rate previous to this? 

Mr. Cummins. On a total basis, about 41.5 percent. 

Mr. Rooney. Are there any questions at this point? 


JUSTIFICATION OF REQUEST 


Mr. Bow. I would just like to make this observation to the gentle- 
man who is testifying. Last week the House of Representatives 
considered an appropriation bill on Health, Education, and Welfare 
for the people of the United States. There have been cuts made in 
the money we are spending for our own people. I don’t see how we 
can justify going up there with any outright contribution and gift for 
this amount when we are now cutting down on all of these matters 
in the Congress. 

I think if the gentleman would spend an hour or so this afternoon in 
the galleries of the House, he might find out just what the American 
people are thinking, and know what difficulty we may have in attempt- 
ing to get across to the Congress an outright voluntary gift beyond our 
requirements in the United Nations. 

Mr. Witcox. May I answer that, Mr. Bow, along these lines. 
Our contributions to the United Nations have not always been con- 
fined to 33% percent. As you know, we have a number of voluntary 
programs. All of the voluntary or ope ee programs are contri- 
buted to by the United States at more than a 33%-percent level because 
our capacity to pay, as you know, runs some stbrinee like 45 percent of 
the capacity of the total United Nations membership. 

For example, the United Nations costs on refugee programs, the 
children’s fund, the reconstruction of Korea and those voluntary 
programs of the United Nations have, generally speaking, I think, 
been requiring a good deal more than a 33%-percent contribution from 
the United States. 

I should also say that the largest portion of this request relates to 
the United Nations Emergency Force. And if you recall the time when 
this force was created, there was very ce e concern in the United 
States lest war break out in the Middle East, the cost of which would 
of course be many, many times—thousands of times—higher than 
this contribution. 

I think it is the feeling of the President and the Secretary—-and | 
know of many Members of Congress—that whatever we could do to 
halt the onward rush of events in the Middle East and prevent a 
possible outbreak of another war, would be justifiable. Viewed in 
that light the relatively small amount which is involved, is much more 
than justified. 

Mr. Bow. Of course, peace in the world is important to all people 
in the world, not just the people of the United States. 

Mr. Witcox. Surely. 

Mr. Bow. Here we have a certain amount to pay, and then we are 
asked to make a voluntary contribution of one-half of the required 
additional amount. 

Mr. Witcox. Yes, sir. My honest estimate of the situation is 
that we were very fortunate to be able to avoid a 50 percent contribu- 
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tion of the total amount. I think we were very fortunate to be able 
to get the first $10 million installed as a part of the regular United 
Nations budget. 

Mr. Bow. That’s all, Mr. Chairman. 

Mr. Witcox. I appreciate your remarks, and I appreciate also the 
chairman’s reference to the $10 million. I have that very much in 
mind. 


INTERNATIONAL BUREAU FOR THE PUBLICATION OF CUSTOM TARIFFS 


Mr. Rooney. The last item under “Contributions to international 
organizations” is a request for a supplemental appropriation in the 
amount of $44,975 as appears on page 10 of the justifications which 
have been inserted in the record. 

Mr. Secretary, this is another instance where we are asked to in- 
crease payments over years already pasi and gone. This would in- 
crease payments over a period beginning back when—1951? 

Mr. Witcox. 1950, sir. 

Mr. Rooney. Fiscal year 1951? 

Mr. Wiicox. Fiscal 1951; yes, sir; that is correct. 

Mr. Rooney. We must have some pretty generous people repre- 
senting us in the international organizations. 

Mr. Witcox. Well, sir, if I may respond to that, we have been 
getting services from this organization which are provided by it, 
primarily the translation of customs laws into various languages. 
These services would cost the Government many times the amount 
that we contributed if we were to do them by ourselves. 

Mr. Rooney. Mr. Secretary, in addition to paying additional 
amounts for 7 years past, you would propose to increase the contribu- 
tions from here on by almost 4 times as much in dollars. Isn’t that 
right? 

Mr. Witcox. Yes, sir; to $8,658 a year. 

Mr. Rooney. We shall recess at this time until a quarter to 2 
o’clock. 

AFTERNOON SESSION 


ASSESSMENTS OF OTHER NATIONS FOR UNITED NATIONS EMERGENCY 
FORCE 


Mr. Roonry. I have some further questions this afternoon with 
regard to this requested $7,464,384 for “Contributions to inter- 
national organizations’; and in particular with regard to the matter 
of the United Nations Emergency Force. 

To date what has been the contributions of other nations to that 
operation? 

Mr. Wiicox. Other nations, Mr. Chairman, have contributed 66.67 
percent to the first $10 million; and to the second installment of 
$6,500,000, they are expected to contribute an equivalent of 50 per- 
cent. 

Mr. Rooney. How much has been contributed toward that as of 
now? 

Mr. Wiucox. I can’t say that anything has been contributed as of 
this point. In our case there have been some declarations of intent. 
I can get a statement of any declarations that have been made. Ido 
not have the precise figures. 
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(The following information was subsequently supplied :) 

To date, no amounts have been contributed to the $6,500,000 part of the 
budget. It is anticipated that within a very short time the Secretary General of 
the United Nations will send letters to all member States requesting that they 
make voluntary contributions for this purpose. 

Mr. Roonry. Can you tell us whether or not Great Britain has 
contributed at all as yet to this UNEF? 

Mr. Wiicox. Yes, sir; she contributed to the first installment. 

Mr. Roonry. How much? 

Mr. Witcox. The percentage that Great Britain—— 

Mr. Roonry. Speaking moneywise now, how much has she con- 
tributed? 

Mr. Wiicox. I am sorry, I can’t give you that. I can get the 
figures for you. 

Mr. Roonry. How much has France contributed? 

Mr. Wiicox. I can get that figure for you, too. 

(The following information was subsequently supplied: ) 

The British assessment toward the first $10 million is 7.81 percent or $781,000. 

The French assessment toward the first $10 million is 5.70 percent or $570,000. 

Note.—The committee asked for contributions, not assessments.) 

Mr. Rooney. Has she contributed anything? 

Mr. Wiicox. She has contributed the regular budget. My under- 
standing is that the funds contributed to the regular budget will be 
diverted for this particular purpose. 

Mr. Rooney. With regard to the $6.5 million, how much has 
Britain contributed? 

Mr. Wiicox. As I say, I do not think any contributions have been 
made as of this time. 

Mr. Rooney. By anyone? 

Mr. Witcox. As far as I know that is true. 

Mr. Rooney. How much has Soviet Russia contributed? 

Mr. Witcox. To the first $10 million? 

Mr. Rooney. To any part. 

Mr. Witcox. She has said the ‘“‘aggressors,’”’ that is, [srael, Great 
Britain, and France, should pay all the costs and therefore would not 
contribute anything. 

Mr. Rooney. To any part of it? 

Mr. Witcox. To any part of it; ves, sir. I think events will have 
to determine what happens when she makes her contribution to the 
regular budget; whether she earmarks her funds in such a way that 
they will not go to the United Nations Emergency Force, or whether 
she simply refuses to have any part of it. 


COSTS OF AIRLIFT USED IN TRANSPORTATION OF U. N. EMERGENCY) 


FORCE 


Mr. Rooney. There was an airlift in connection with bringing troops 
of the United Nations Emergency Force to Egypt. 

\MIr. Witcox. That is correct, sir. 

Mr. Rooney. Who paid the cost of that? 

Mr. Witcox. It has been paid by several countries. The United 
States at the time the Emergency Force was set up made an announce- 
ment to the effect that we would offer the original air transport to 
the area of operations. 
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Mr. Rooney. How much did that cost? 

Mr. Witcox. That cost approximately $2,250,000. 

Mr. Rooney. That is, over and above the one-third of the first 
$10 million, and $3,250,000 of the $6.5 million? Is that correct? 

Mr. Witcox. That is correct. 

Mr. Rooney. Who else contributed to the airlift and to what 
extent? 

Mr. Witcox. The Government of Switzerland contributed some 
$390,000. Italy contributed an extensive airlift and staging facilities. 
Canada contributed some transport by air and by sea; and Brazilian 
troops were transported by Brazilian naval units. 

Airlifts were arranged by Scandanavian governments for transport 
to and from Naples. 

Mr. Roonry. Were any of these governments to be reimbursed out 
of the $10 million or the $6.5 million? 

Mr. Wiicox. No, sir, these were contributions made by the indi- 
vidual states. 

SALVAGE OPERATIONS IN SUEZ CANAL 


Mr. Rooney. In addition to the $2,200,000 and the $3,300,000 and 
the $3,250,000, have we expended moneys with regard to salvage? 

Mr. Wiicox. You mean with respect to the canal? 

Mr. Rooney. Yes. 

Mr. Wiicox. No, sir. We contributed $5 million to the first 
amount. requested by the Secretary General; and the other nations 
of the United Nations and the users of the canal contributed the 
balance up to some $11,500,000. The amount required to clear the 
canal, however, has been very considerably reduced below the original 
estimates, and I think there won’t be much needed beyond $10 
million. 

Mr. Roonry. When you say $10 million 

Mr. Wiitcox. That money is to be reimbursed to the United States. 

Mr. Roonrty. By whom? 

Mr. Witcox. The plan hasn’t been worked out. 

Mr. Rooney. Has the $10 million already been expended? 

Mr. Witcox. Most of it has, sir. 

Mr. Roonry. You don’t have a plan as yet for reimbursement to 
the United States? 

Mr. Witcox. No, sir, it hasn’t been completely worked out, but it 
will be done through the United Nations. 


SUPPLIES FURNISHED FOR U. N. EMERGENCY FORCE 


Mr. Rooney. In addition to these various amounts that the 
United States has been called upon to pay, has the United States 
Government given certain supplies in connection with this United 
Nations Emergency Force? 

Mr. Witcox. Yes, sir. 

Mr. Rooney. To what extent? 

Mr. Witcox. Always subject to reimbursement. 

Mr. Rooney. To what extent, first? 

Mr. Witcox. It is estimated that the value of all the supplies, 
services, and materials secured from the United States Government 
may approximate $4,500,000. 








Mr. Rooney. Is that to be repaid? 

Mr. Witcox. Yes, sir. 

Mr. Roonry. By whom? 

Mr. Witcox. To be repaid through the United Nations from the 
contributions that have been made by the various states. 

Mr. Rooney. You mean out of the $10 million fund? 

Mr. Witcox. Yes, sir. 

Mr. Rooney. How much has been expended out of the $10 million 
fund up to now? 

Mr. Wiucox. I don’t know that I can give you that accurate figure, 
sir. I have the summary of expenses up to March 12. Up to March 
12 the total of obligations incurred amounted to about $6,750,000. 

Mr. Rooney. Does that include any part of the amount of $4.5 
million for supplies? 

Mr. Witicox. Yes, sir. The United States has been called upon to 
furnish supplies—always with reimbursement. 

Mr. Roonry. How much of the amount that you mentioned has 
been returned to the United States in connection with the $4.5 million 
for supplies? 

Mr. Witcox. I thought we were finished with this, and our expert 
on the subject is not here this afternoon, sir. I can’t tell you pre- 
cisely how much has been paid back. I don’t know the exact nature 
of the accounting system, but I do know that the requests are very 
carefully screened and arrangements are made for repayment by the 
United Nations to the United States Government. 

(The following information was supplied later :) 

No repayments have actually been made thus far. The Department of Defense 
is now in the process of preparing bills for the fullamount. These will be presented 
to the United Nations for full payment under the authorized budget of $16,500,000. 


WITHDRAWAL OF TROOPS FROM U. N. EMERGENCY FORCE 


Mr. Rooney. With regard to this United Nations Emergency 
Force, have any nations indicated that they were going to withdraw 
their complement of troops from this force? 

Mr. Witcox. No, sir. There have been some indications that 
some countries would like to finish the enterprise and to withdraw. 

Mr. Roongey. Who? 

Mr. Witcox. May I indicate off the record, sir? 

Mr. Rooney. If I am not mistaken, I have read about this in the 
newspapers. 

Mr. Witcox. I don’t want to violate the confidence of the ambassa- 
dor who came to my office the other day. 

Mr. Rooney. Leave the ambassador out of it. Just tell us who the 
nations are that are proposing this. 

Mr. Wiicox. That makes it rather difficult. If I can answer it 
this way; there have been no formal announcements but I have 
noticed in the press reports from several countries that they might 
want to withdraw under certain circumstances. 

Mr. Roonry. Who have? 

Mr. Witcox. There have been some indications in the press regard- 
ing Yugoslavia; some regarding Finland, India, Norway, and the 
Scandinavian countries. 

Mr. Rooney. You learned that in the newspapers? 
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Mr. Witcox. I have read it in the press, yes, sir. They would 
like to complete the project as quickly as possible. Some of them 
have legislative restrictions. In some cases the troops were permitted 
to stay for a period of months, and the governments must now go back 
to their legislatures and get a renewal of their authorizations. 

Mr. Roonry. In that connection didn’t Under Secretary of State 
Herbert Hoover, Jr., make a speech in the United Nations ‘advocating 
a permanent United Nations Emergency Force? 

Mr. Witcox. No, sir, I don’t think he advocated a permanent 
force. 

Mr. Roonry. What did he have to say on the subject, briefly? 

Mr. Wiicox. That was in October. I would have to get his speech 
and look at it. I don’t recall exactly what he did say. 

Mr. Roonry. Amazing! Are there any questions? 

Mr. Bow. No. 

Mr. CLEvENGER. No questions. 


) 


INTERNATIONAL CONTINGENCIES 


Mr. Roonry. The next item is entitled, ‘International con- 
tingencies, State 1957,’ and is a request in the amount of $450,000 
for 4 months from March 1, 1957. This request is contained in 
House Document No. 115 at page 27 thereof. 

We shall insert at this point in the record the entire set of justifica- 
tions, consisting of 12 pages. 

(The material referred to follows:) 


International contingencies, State, 195 


Appropriation to date______- te Bs go Rahs cath eo leila oes Sa Bina ce $1, 500, 000 
Obligations to Feb. 28, 1957____- 5 eR ah guided madcrabgeicn Sra 
Expenditures to Feb. 28, 1957___- shape sah alae pails caeshdects 519, 124 
Budget estimate next fiseal year..__........-.---- Jette etiam ses 2, 600, 000 


(H. Doe. 115) 
Request: for 4 months from Mar: 3}, 2067s oo ss esc cske essen sne Se 150, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Additional funds in the amount of $450,000 are requested as a result of activi- 
ties that have developed or are expected to develop prior to June 30, 1957, and 
for which funds were not provided in the 1957 budget request for this appropria- 
tion. These new items total $550,000. However, due to postponement of the 
Inter-American Economie Conference, which was scheduled for this year, until 
1958, it has been possible to meet $100,000 of the cost of these additional items 
under the regular appropriation. 

The following table shows, by activity, the obligations through February 28, 
1957, and the estimated requirements for the remainder of the fiscal year. 








wt 


Appropriation 


Participation in internation 
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Program and financing 


Presently 
available 


PROGRAM BY ACTIVITIES 





il conferences: 


(a) Meetings of international organizations. ‘ $1, 118, 000 
(b) Other international conferences._. 210, 000 
Tota], participation in international conferences 1, 328, 000 

United States missions on special assignments: (a) United 
States-Italian Conciliation Commission ‘ 50, 000 


Participation in new or temporary 


ticns 


international organiza- 


(a) United States representation at the seat of tempo- 
rary international organ 


} 


)) 


Contributions 


1Zalions 


Central Commission for the Rhine River_. 12, 500 
General Agreement on Tariffs and Trade 74, 366 
International Cotton Advisory Committee &, 000 
International Rubber Study Group al 3, 362 
International Seed Testing Association 294 
International Tin Study Group 3, 478 
Southeast Asia Treaty Organization. 20, 000 


Total, participation in new or temporary in- 


ternational organiz 


Total obligations 


Undistributed_. 


FINANCING 


7 


a 


t 


“a - F 122, 000 


1, 500, 000 


1, 500, 000 


Obligations by objects 


Presently 


availabl 


$1, 500, 000 





Revised im 
estimate 
de t 
$1. 173, 000 $55 
595, 000 ‘ 
1, 768, 000 r4il 
50, OOO 
10, 000 lt 
2 500 
74, 366 
&, OOO 
3, 362 
294 
3, 478 
20, OOO 
132, 000 10 
}, 950, 000 $50 
1, 950, 000 + 
Ditferen 
Revised increase 
estimate or decrea 


$1, 950, 000 ~$45 


(MM 


On) 


oon 


mn 
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Summary of obligations (July 1 to Feb. 28, 1957) and additional estimated 
requirements (Mar. 1 to June 30, 1957) 


Estimated 


Obligations require- | Total 
Activity July 1 to ments estimates 
Feb. 28 Mar. 1 to 


June 30 


I. Participation in international conferences 
a) Meetings of international organizations: 


i 
1. U. N. organs and subsidiary bodies: 
General Assembly. $166, 235 $18, 765 $185, 000 
Economic and Social Council 67, 5382 86, 668 154, 200 
Security Council 2, 800 66, 000 68, 800 
| Trusteeship Council 2, 670 8, 330 | 11, 000 
Total, U. N. organs and subsidiary 
bodies 239, 237 179, 763 | 419, 000 
2. Specialized agencies of the U. N.: 
Food and Agriculture Organization 22, 580 13, 420 | 36, 000 
Internal Civil Aviation Organization .- 36, 430 44, 570 | 81, 000 
International Labor Organization 33, 700 59, 300 93, 000 
Intergovernmental Maritime Consul- 
tative Organization_. 8, 000 &, 000 
International Telecommunication | 
Union. 37, 384 3, 816 41, 200 
U. N. Educational, Scientific, and 
Cultural Organization | 99, 978 21, 422 121, 400 
World Health Organization _. 1, 800 30, 000 31, 800 
World Meteorological Organization 17, 759 15, 841 33, 600 
Investigations, ILO and WHO 2, 460 7, 540 10, 000 
Total, specialized agencies of the 
Oy. eed : 252, 091 203, 909 456, 000 
3. Other International Organizations 
Inter-American ‘ $14, 869 $25, 931 $40, 800 
Scientific unions 7, 800 2, 500 10, 300 
Commodities ‘ 17. 760 23, 740 41, 500 
Fisheries | 31. 300 31, 300 
Others ali 123, 436 50, 664 174, 100 
Total other international organiza- 
Co ae ee eb 195, 165 102, 835 298, 000 
Total, international organizations 686, 493 486, 507 1, 173. 000 
4) Other international conferences . 270, 254 324, 746 


595, 000 


Total, participation in international con- 





ferences 956, 747 1, 768, 000 
Il. United States missions on special assignment 24, 365 50, 000 

Ill. Participation in new or temporary international organiza- 

tions 

a) United States representative at the seat of organi- 
zation. . ; : as 10, 000 19, 000 
4) Contributions ‘ 106, 361 15, 639 122, 000 
i Total___. i dad 1, 087, 473 862, 527 1, $50, 000 


! . guscese = women STS 


The activities necessitating the request for supplemental funds are: 
1. Disarmament Commission, Subcommittee of Five, $65,000 


The heads of Government of France, the United Kingdom, the United States 
and the U. 8S. 8S. R. at the Geneva meeting in July 1955 referred the question 
of disarmament to the Subcommittee of Five (U. N. Security Council, Disarma- 
ment Commission) for further study and negotiation. The Committee met 
during the late summer and early fall of 1955 at New York and again in the spring 
of 1956 at London. President Eisenhower has designated Governor Harold 
E. Stassen to represent the United States in the negotiations. The expenses 
of participation in these meetings, amounting to $65,600, was financed in the 1956 
fiscal year from the supplemental appropriation of $1 million. No provision was 
made in the annual “International contingencies appropriation’’ request for 
1957 for a continuation of these negotiations. Although some progress has been 
made as evideneed by the recent resolution of the Disarmament Commission 
which weleomed “the narrowing differences on certain aspects of the disarmament 
problem,”’ the basie issues still remain. Further negotiations by the Subcommittee 
are scheduled to convene at London on March 18, 1957, and am estimate of 
$65,000. in accordance with last vear’s expenditure, is included for this purpose. 
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2. Special Committee to consider means of strengthening the Organization of American 
States, $15,000 

At the meeting of the heads of government of the American Republics at 
Panama in July 1956, President Eisenhower proposed that each President “should 
name a special representative to join in preparing for us concrete recommendations 
for making our Organization of American States a more effective instrument in 
those fields of cooperative effort that affect the welfare of our peoples. To those 
representatives we could look for practical suggestions in the economic, financial, 
social, and technical fields which our Organization might appropriately adopt.’’ 

Subsequently, President Eisenhower named Dr. Milton Eisenhower to be his 
special representative, and he was elected chairman of the committee at its 
first meeting which was held at Washington from September 17 to 19, 1956. 
At this meeting specific problems in the economic, financial, social, technical, 
organizational and administrative and the nuclear energy fields were identified 
which merited study by the committee. The cost of United States participation 
in this meeting was $3,510. 

The Committee met again on January 28, 1957, after having reviewed with 
their governments the proposals discussed at the September meeting. At the 
January meeting, the agenda was approved for the third meeting. Four sub- 
committees were established to review the proposals submitted by the various 
governments, under the agenda items, with a view to work out any disagreements 
that may exist, to consolidate recommendations relating to the same topic and 
to formulate and draft recommendations for consideration of the full committee 
at the April meeting. This also was a short meeting and the expense of United 
States participation was $3,650. 

At the third and final session which is scheduled to convene April 29, 1957, the 
representatives will formulate their report to the presidents. This report will 
contain specific recommendations for making the Organization of American States 
a more effective instrument of international cooperation. Action upon the Com- 
mittee’s recommendations will be left to the respective governments working 
together through the Organization of American States. It is expected that the 
duration of this final meeting will be approximately 3 weeks and $7,840 has been 
reserved for United States participation. 

3. International Atomic Energy Agency (I AEA) meetings, $55,000 

The statute of the IAEA was agreed upon October 26, 1956. The final negotia- 
tions were conducted at New York during the 5-week period ending on that 
date by representatives of 81 nations. Representatives of seven specialized 
agencies also participated in the conference. 

This Organization was proposed by President Eisenhower in an address before 
the General Assembly of the United Nations on December 8, 1953. The purpose 
of the IAEA is to accelerate and enlarge the contribution of atomic energy to 
peace, health, and prosperity throughout the world. A 12-nation working level 
group met in Washington, February to April 1956, and unanimously approved a 
draft statute for the contemplated IAEA. The 18-nation Preparatory Commis- 
sion which was established in accordance with annex I of the statute has been 
meeting since October 26 at New York to review progress on the program and 
the preparations for the First General Conference of the IAEA which is scheduled 
to convene in Europe in the summer or early fall of 1957. Ambassador Wads- 
worth, Deputy United States Representative to the United Nations, is the United 
States representative on the Preparatory Commission. 

Obligations for United States participation in the 81l-nation conference at New 
York were $30,400. It is estimated that an additional $24,600 will be required 
for participation in the work of the Preparatory Commission. 

4. International conferences on Suez, $94,000 

In July 1956 France, the United Kingdom, and the United States held tripartite 
talks at London concerning the action to be taken as a result of the nationalization 
of the Suez Canal by Egypt. On August 2, 1956, the three powers proposed that 
a conference be held to consider steps to be taken to establish operating arrange- 
ments under an international system designed to assure the continuity of operation 
of the canal as guaranteed by the convention of 1888. The parties to this con- 
vention and other countries concerned with the use of the canal were invited by 
the United Kingdom to the First Suez Canal Conference to be convened at 
London on August 16, 1956. Twenty-two of the twenty-four countries invited 
accepted the invitation. (Egypt and Greece did not attend:) 

The Conference adjourned on August 23, 1956, after forming a five-nation 
committee (the Suez Committee) to present to the Government of Egypt an 
18-nation proposal on the operation of the canal. 
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The Suez Committee, under the chairmanship of Prime Minister Menzies, of 
Australia, met at London from August 24 to September 3, 1956, and then pro- 
ceeded to Cairo to present the proposal to President Nasser. This proposal was 
rejected by President Nasser, and the committee completed its work on September 
9, 1956. 

In view of the rejection of the 18-nation proposal by President Nasser, the 
United Kingdom issued an invitation for the Second Suez Canal Conference, 
which was held at London, September 19-21, 1956. This Conference considered 
the report of the Suez Committee and the Egyptian Government’s memorandum 
delivered after the Cairo talks, and made a declaration for the establishment of a 
Suez Canal User’s Association. On October 1, 1956, the subscribers to the decla- 
ration met at London and formulated a resolution on the organization of the Suez 
Canal User’s Association. The resolution was adopted on October 4, 1956. 

On October 8, 1956, a special session of the Security Council Was convened to 
consider the Suez question. During this session a resolution was introduced by 
the Governments of France and the United Kingdom which made certain specific 
proposals looking to the solution of this problem. Although the resolution was 
not adopted in its entirety, the first portion embodying the principles or require- 
ments which would serve as a basis for settlement was agreed upon. 

Obligations for United States participation in the London-Cairo-New York 
negotiations to date amount to $94,000. 


5. Conference on the Status of Tangier, $11,000 

This Conference was convened at Fedala, Morocco, on October 8, 1956, to con- 
sider the future status of the International Zone of Tangier in view of the probable 
dissolution of Spanish and French protectorates and the independence of Morocco. 
The United States is 1 of the 8 powers which by international agreement share in 
the administration of the International Zone, and thus is directly interested in 
any revised agreement concerning the future status of the area. 

The final declaration and protocol signed by the participating nations at the 
conclusion of the Conference recognized the abolition of the special region of 
Tangier and the termination of the administrative powers of the international 
administration. The operating rights and privileges of United States commercial 
interests were safeguarded for reasonable periods to permit the Government and 
the private companies to negotiate satisfactory agreements with the new Moroccan 
State. 

Obligations for United States participation in this Conference were $11,000. 
6. Meetings of Presidents of the American Republics, Panama City, $10,000 

This meeting was convened at the invitation of the Government of Panama to 
the Presidents of the American Republics to assemble at Panama in July 1956 for 
a 3-day observance commemorating the 130th anniversary of the Congress of 
Panama in 1826. Nineteen of the twenty-one presidents invited were represented 
at this historic conference. 

Obligations for United States participation in this meeting were $10,000. 

7. Special Middle East mission (Richards mission), $15,000 

The President appointed James P. Richards as his special assistant, with the 
rank of Ambassador, to travel throughout the Middle East for the purpose of dis- 
cussing with high officials of the various nations their present economic and 
political conditions, and then make recommendations to the President for the 
implementation of his Middle East program. It is estimated that $15,000 will be 
required for this activity. 

8. Bermuda talks, $15,000 


In order to reestablish on a sound basis United States-United Kingdom rela- 
tions which had been impeded by the Suez crisis, President Eisenhower and Prime 
Minister Macmillan agreed to meet at Bermuda, accompanied by their Foreign 
Ministers and advisers, to exchange views on a wide range of outstanding issues 
in world affairs. It is estimated that $15,000 will be required for this item. 


9. Other conferences expected to be convened but not presently scheduled, $240,000 

In view of the numerous unresolved problems confronting the nations of the 
world at this period, there is every likelihood that additional negotiations will be 
undertaken during the next 4 months. Such conferences and meetings likely 
will be convened with very little notice. In order that this Government may be 
in a position financially to participate in these negotiations, it is requested that 
$240,000 be provided. 











10. United States representation at the temporary headquarters of the International 
Atomic Energy Agency (IAEA), $10,000 

Since the Preparatory Committee is temporarily headquartered in New York, 
the United States representative, Ambassador Wadsworth, and most of his 
advisers and other staff are performing these responsibilities in addition to their 
regular duties and without additional expense. It is deemed necessary, however, 
to provide immediately 1 full-time officer and 1 stenographer for this work. 
Two or three additional full-time members probably will be required toward 
the end of the fiscal year as the work increases preparatory to holding of the first 
assembly and the establishment of permanent headquarters in Vienna. 

It is estimated that $10,000 will be required to provide staff for the United 
States representative during the remainder of the present year. 


11. Contributions—United States share of the expenses of the Southeast Asia Treaty 
Organization (SEATO), $20,000 

The International Secretariat for SEATO was established, and agreement 
reached by member governments as to the percentage of costs each would assume 
during the last quarter of the 1956 fiscal year. The United States share ($15,000) 
for 1956 was financed from the 1956 supplemental appropriation of $1 million 
No provision was made in the annual international contingencies appropriation 
for 1957 for this item ($20,000) and therefore the request is being included in 
this supplemental estimate. 

This is a nonrecurring item in the appropriation, funds for 1958 being included 
in the appropriation ‘Contributions to international organizations.”’ 

In summary, total requirements for fiscal year 1957 are estimated at $1,950,000, 
including provision of $240,000 for conferences expected to be convened but not 
presently scheduled. From the following table of the financial history of the 
appropriation it will be noted that the total estimate of $1,950,000 for the 1957 
fiscal year is comparable to the $2,107,000 obligated in the fiscal year 1956. 


Financial history, ‘‘International contingencies’ appropriation 








Annual /Other funds Expendi- 
Fiscal year appropria- | made Total tures Balance 
tion | available 

1945 $1, 500, 000 $1, 500,000 | $1, 397, 820 $102, 180 
1946 1, 500, 000 | $2, 750, 000 4, 250, 000 2, 891, 053 1, 358, 947 
1947 3, 000, 000 1, 200, 550 4, 200, 550 3, 599, 352 601, 198 
1948 3, 600, 000 400, 000 4, 000, 000 2, 769, 145 1, 230, 855 
1949_ _ 3, 600, 000 3, 600, 000 2, 864, 027 735, 973 
1950 3, 300, 000 3, 300, 000 2 074, 126 1, 225, 874 
1951 2, 900, 000 116 2, 900, 016 2, 435, 562 464, 454 
1952 2, 500, 000 1138 2, 500, 138 2, 426, 410 73, 728 
1953 1, 500, 000 1 20, 000 1, 520, 000 1, 333, 024 186, 976 
1954 1, 000, 000 201, 983 1, 201, 983 1, 158, 570 43, 413 
1955 1, 000, 000 104, 374 1, 104, 374 1, 081, 889 22, 485 
1956 1, 300, 000 1, 000, 000 2, 300,000 | 2 2, 107, 000 193, 000 
1957 1, 500, 000 3 450, 000 1, 950, 000 

1958 (estimate) - 2, 600, 000 2, 600, 000 


teimbursements. 


2 Obligations (exclusive of allocation from MSA for NATO conferences amounting to $76,803). 
Pending supplemental request 


GENERAL STATEMENT 


Mr. Rooney. We shall also insert at this point in the record the 
general statement with regard to this item. 
(The statement referred to follows:) 


STATEMENT OF THE ASSISTANT SECRETARY FOR INTERNATIONAL ORGANIZATION 
AFFAIRS 


When I came before this committee a year ago to request and justify an appro- 
priation to provide funds for the expense of this Government’s participation in 
official international meetings and related items, I stated that the estimate pre- 
sented ineluded only the anticipated requirements of participation in the normal 
conference program. [It was expected that another source of funds would be made 
available for those unforeseeable meetings convened on short notice and in which 
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this Government has a vital interest. However, that source of funds is not 
available for this purpose and therefore I find it necessary to request a supple- 
mental appropriation of $450,000 for the balance of this fiscal year. 

This request is necessitated because conference activities already have developed 
or are expected to develop before June 30, 1957, for which funds were not provided 
in the annual appropriation for 1957. The total estimate for these new 
$550,000 but because of the postponement of the Inter-American Economic 
Conference until the fiscal year 1958 the Department has financed $100,000 of 
these new items from its regular appropriation. 

The items necessitating this request are: 


items is 


1. Disarmament Commission, Subcommittee of Five $65, 000 
2. Special Committee To Consider Means of Stre aden the Organi- 
zation of American States 15, 000 


3. International Atomic Energy Agency (I AEA) meetings_. 55, 000 
4. International Conferences on Suez 94, 000 
5. Conference on the Status of Tangier ci, | ee 
6. Meetings of Presidents of the American Republics, Panama City 10, 000 
7. Special Middle East Mission ae mission) 15, 000 
8. Bermuda talks . 15, 000 
9. Other conferences expected to’be convened but not prese sntly sched- 

uled 240, 000 
10. United States representation at the temporary headquarters of the 

International Atomic Energy Agency--.- . 10,000 


11. United States share of the expenses of the Southeast Asia 


Treaty 
Organization 


a oe 20, 000 
During the first 8 months of the fiscal year $1,087,473 was required to finance 
the activities which occurred during that period. Of the total appropriation of 
$1,500,000 only $412,527 remains available for the remaining 4 months to cover 
estimated requirements of $862,527. 

Included in the estimates for the remainder of the fiscal year is $240,000 for 
activities that are not definitely scheduled at this time. This amount is requested 
to provide the Department with sufficient funds to enable participation in a 
Foreign Ministers or similar high-level meeting at an estimated cost of $225,000 
and $15,000 for other activities which experience indicates will occur before the 
end of the fiscal year. I do feel that this amount is a realistic figure in the light 
of the international situation which we are facing today. All other items in- 
cluded in the estimate are reasonably firm and it is expected that the meetings 
will be held as scheduled. 

This request of $450,000 is the Department’s best judgment of the additional 
amount that should be made available for participation in international con- 
ferences for the remainder of this fiscal year. It is recommended that the full 
amount be authorized in a supplemental appropriation act. 


Mr. Rooney. At page 5 of the justifications it is stated that wo 
tions through February 28 were in the amount of $1,087,473. What 
were the expenditures through that date? 

Mr. Wiicox. The expenditures, sir, were $519,124. 


BERMUDA CONFERENCE 


Mr. Rooney. What has been the cost of the Bermuda Conference? 

Mr. Wixtcox. The Bermuda costs were $15,000. 

Mr. Rooney. Total. 

Mr. Witcox. $15,000. 

Mr. Rooney. Does that include the cost of the transportation of 
the President on the cruiser to Bermuda? 

Mr. Witcox. No, sir. 

Mr. Rooney. How much was that cost? 

Mr. Witcox. Sir, | wouldn’t be able to answer that. 

Mr. Rooney. Do you know whether or not there were certain 
scientists aboard that warship on official business and that while it 


910090—h 
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was at sea it was brought back in order to take the President to 
Bermuda? 

Mr. Witcox. No, sir; I have no knowledge of that. 

Mr. Rooney. How about you, Mr. Henderson? 

Mr. Henperson. | hadn’t heard of that. 


CONFERENCES NOT PRESENTLY SCHEDULED 


Mr. Rooney. | note that at page 10 of your justifications vor 
state that you have $240,000 for “other conferences expected to b 
convened but not presently scheduled.”’ | 

Mr. Witcox. Yes, sir. That, Mr. Chairman, is to meet contin- 
gencies that might arise between now and the end of the present fiscal 
year. Experience has indicated that in times like this, conferences 
may be called on very short notice; and if there are no funds to take 
eare of such conferences then our ability to participate, of course 
will certainly be open to question. 

Mr. Rooney. Are there any questions, Mr. Bow‘ 

Mr.:-Bow. No questions. 

Mr. CLevencer. No. 


> 


RADIO STATION PRESS RELEASE CONCERNING ENTERTAINMENT 
FOR KING SAUD 


Mr. Rooney. At this point I should like to inquire of the Depart- 
ment of State concerning a press release issued by a radio station, a 
copy of which was handed me by Congressman Yates of Illimots, and 
which we shall insert at this point in the record. 

(The press release referred to is as follows:) 

Marc# 20, 1957. 

Night Beat, The Northwest’s most provocative radio show from 10 to 12 
(Monday to Friday) on the new WDGY, Minneapolis-St. Paul (The Storz Station), 
caused widespread comment when Jim Ramsburg brought to light a State Depart- 
ment expenditure of $2,000 for immoral entertainment for King Saud during his 
recent visit. 

WDGY’s Night Beat with Jim Ramsburg, is fast becoming the Northwest's 
No. 1 public-service program 

In this press release there is a statement that the Department of 
State, upon the recent visit of King Saud of Saudi-Arabia, expended 
$2,500 of the taxpayers’ money in behalf of the King for immoral 
entertainment. Is there any truth in this statement? 

Mr. Croucu. There is not, Mr. Chairman. 

Mr. Roonry. No funds of the Department of State were used for 
that purpose in connection with King Saud’s visit? 


Mr. Croucnu. No, sir. 
Wortp HEALTH ORGANIZATION 


PROPOSED ELEVENTH WORLD HEALTH ASSEMBLY 


Mr. Rooney. With regard to the World Health Organization, | 
should like to insert at this point in the record a letter under today’s 
date handed me by Deputy Under Secretary for Administration, 
Loy W. Henderson, with regard to a proposed 11th World Health 
Assembly. 

The letter referred to is as follows: ) 
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DEPARTMENT OF STATE, 

Washington, Ap l 2, 195 
Hon. Joun J. Rooney 

Chairman. Subcommittee on De partments of State and Justice and the Judiciary 
and Related Augencie House of Re preseé ntatives. 

Dear Mr. Rooney: Public Law 832, 84th Congress (S. J. Res. 183) authorized 
to be appropriated to the Department of State the sum of $400,000 for the purpose 
of defraying the expenses incident to organizing and holding the 11th World 
Health Assembly in the United States in 1958. Senate Report No. 2613 states 

“Although the administration did not initiate the pending measure, it warmly 
supports the provisions of the bill. The committee has received letters of endorse- 
ment from numerous health and medical organizations, including the National 
Foundation for Infantile Paralysis, the National Tuberculosis Association, the 
National Citizens Committee for the World Health Organization, the American 
Social Hygiene Association, the San Francisco chapter of the American Associa- 
tion for the United Nations, the Iowa State Department of Health, and the Ameri- 
ean Nurses’ Association. The American Medical Association has likewise advised 
the committee informally of its support for Senate Joint Resolution 183. The 
committee believes the objectives of the resolution to be in the national interest 
and strongly urges its prompt approval by the Senate.” 

In view of the unanimous congressional authorization, and after consultation 
witb the Bureau of the Budget, the Department plans to issue the invitation to 
the World Health Organization on behalf of the United States as host Govern- 
ment to hold the World Health Assembly in the United States in 1958. The 
Department feels it must act at this time sinee the LOth World Health Assembly 
will decide on May 7, 1957, on a meeting place for the 11th Assembly. 

If the reply indicates acceptance, the Department will consult further with 
the Bureau of the Budget as to the amount of funds necessary and the manner in 
which appropriation requests should be presented to the Congress. In that case, 
we would hope to appear before your committee later with a request for and 
justification of an appropriation. 

Sincerely vours, 
Loy W. HeNpERSON, 
Deputy Under Secretary for Administration. 


PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 
UNIVERSAL AND INTERNATIONAL EXHIBITION OF BRUSSELS 


Mr. Roonry. The last item is a supplemental request to which 
reference has heretofore been made in the course of the regular 
hearings. It concerns funds to be appropriated to the President and 
is a request in the amount of a million and a half dollars to remain 
available until expended under the President’s special interntaional 
program, Universal and International Exhibition of Brussels, 1958. 

We shall at this point in the record insert this set of justifications, 
from which it appears that $1,300,000 of the requested $1,500,000 
would be for site development and construction at Brussels, while 
$200,000, the remainder, would be for the so-called performing arts 
program. 

(The justification referred to follow:) 


H. Doe 116) 
FUNDS APPROPRIATED TO THE PRESIDENT 


President's specral international program: Universal and International Exhibition 
of Brussels, 1958 
Appropriation to date a - $4. 000, 000 
Obligations to Feb 28, 1957 Bete eu $2, 610, 68S 
Expenditures to Feb 28, 1957 : $32, 479 
Budget estimate next fiscal vear____________eeeeee _. $9, 500, 000 
Request to remain available until expended a , $1, 500, 000 
Employment 
(Average number, current appropriation ; 3 
\verage number involved this estimate : 0 
Actual ¢ mplovment Feb. 28, 1957 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This request of $1,500,000 is to supplement the appropriation of $4 million 
previously provided in fiscal year 1957 by the Second Supplemental Appropriation 
Act, 1957, for United States participation in the Universal and International 


Exhibition of Brussels to be held in Brussels, Belgium, in 1958. 


Such participation 


was authorized by the International Cultural Exchange and Trade Fair Partici- 


pation Act of 1956. 
Program and financing 


Revised 
Presently estimate, 
available 1957 


ALLOCATION TO DEPARTMENT OF STATE FOR UNIVERSAL 
AND INTERNATIONAL EXHIBITION OF BRUSSELS 


Program by activities: 
3. Universal and international exhibition of Brussels (total 
obligations) $4, 000, 000 $5, 500, 000 
Financing: 


Appropriation 4, 000, 000 5, 500, 000 


Obligations by objects 


Revised 


Presently estimate, 


available 1957 
ALLOCATION TO DEPARTMENT OF STATE FOR UNIVERSAL AND 
INTERNATIONAL EXHIRITION OF RRUSSELS 
Total number of permanent positions 5 ne 
Average number of all employees 25 25 
Number of employees at end of year- 58 58 


Grades established by the 
general schedule grades 
Average salary $5, 859 $5, 859 
Average grade 


Secretary of State equivalent to 













GS-8.5 GS-8.5 
Grades established by the Foreign Service Act of 1946, as 
amended (22 U.S. C. 801-1158 
Foreign Service officer 
A verage salary $8, 200 $8, 200 
Average grade FSO-4.5 FSO-4.5 
Foreign Service Reserve office! 
A verage salary $12, 021 $12, 021 
A verage g FSR-2.6 FSR-2.6 
Foreign Service officer 
A verage sal $4, 367 $4. 367 
Average gra FSS-10.7 FSS-10.7 
01 Personal services (permanent positions $200, 000 $000), OOK 
02 Travel 50, 000 AQ, OOO 
03 Transportation of things 12. 500 12. 500 
04 Communication services 5, 000 5 0) 
05 Rents and utility servi 23, 500 23. 500 
06 Printing and reproductior 500) 500) 
07 Other contractual service 3, 430, 000 4, 930, 000 
Services performed Dy otner 230, 000 230, 000 
08 Supplies mat 5M) 500 
09 Equipment 35, 000 35, 000 
10 Lands and structur 
11 Grants, subsidies ontributions: Contributions to 
retirement fund 13, 000 13, 000 


4. 000, 000 500. O00 


Difference, 
increase (--) 
or de- 
crease (—) 


+-$1, 500, 000 


+-1, 500, 000 


Difference, 
increase (+ 
or de- 


crease 


$1. 500 


| 000 


OO. OOF 
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Detail of pe rsonal services 














Presently Revised esti Difference 
available mate, 1957 increase (++) or 
decrease (—) 
Num-| Total |Num- Total |Num-| Total 
ber salary bet salary her salary 
Department 
Grades established by the Secretary of State: 
Range $13,800 and above 
Deputy United States commissioner gen- 
j 1 $20, 000 l $20, 000 
Ex ive Directo l 20, 000 l 20, 000 
Director, Washington office | 16, 200 l 16, 200 
Chief administrative officer l 13, 800 1 13, 800 
Grade established vy the Secretary of State 
eq ilent to general schedule grade 
GS-15 Range $11,610 to $12,690: Invent 
cor yitie 1 11, 610 1 11, 610 
GS-14 Range $10,320 to $11,395 
Procu oflicel 1 l 10, 320 
0 ecto 1 1 10. 320 
Gs Rar 5,890 to $10,068 
\ tive officer 3 6, 970 3 
! rocure! nt oll! l &. S00 l 
l ) 1 ili l 8, 990 1 
N ter ! 8. 990 | 
rot 7 | i | + ey 
| g 990 1 &, GO 
( * t4 » $5. 7R( l 4. O7( l 1 O70 
(} t { to &F ; & 26 ON) g 6, 20K 
(7S i $4,008 } $6, 720 y f 20 
GS-5 $3,¢ 3 11, 010 3 11,01 
{ $4 l § 415 l 
Gy t hed |} Ser Act 
14 I | 2 | ( si)1 L5S 
( « ( 
’ 1 7.40 7 AM 
Fo I lice 
14,600 t 17,000 1 14, 600 l $ HO 
( Si2 $14 ( Si. t > . (i 
‘ o1U 12,400 { £5, t 45, 10 
( S000 10,5 2 18, O00 2 LS. OO 
Fo é tf flicers 
} > to + 2 l 2 l 
l inge M4 0 to SS l $, 650 1 1 65 
( $3,800 to $4,570 ; 11, 400 ; 11. 400 
ta orl ent i $50) ’ yt ) 
1) ¢ ) vd ) 7 
I ‘ 2 2.2 2 
\ \ 
be ‘ >. 20. 3 iS } 
( i by ) 36 ce A 
{ | of ‘ < 
I I I ( i $9,000 to 
. M I 9. 000 l { 
I ‘ ( 3s 4 
$ 00 j », 000 1 » 
1 ( f 1 2 18, 000 9 mM 
Deduct 1.2 113 , 11. 25% 
\ ) ] 
i + 6. 750 6.7 
wn) 
I SI ND ED FOR SUPPLEMENTAL I NDS 
| { of $1.5 mi mistosupnnle nt e approp! f S4 milli prey 
oO I ded in fiscal yvear 1957 by Second Suppl Appropriation A 
1957. for | d States participa e | ivers mnd . } i 
tion of Br f he held in Brussels, Be Lut ] L958 » pat hn was 
author j the | ( iti”o ul Cul I I xchange na To ad | Par 
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Of the total request of $1,500,000, the amount of $1,300,000 is required for con- 
struction, and $200,000 is required for contractual obligations with performing 
artists. The additional $1,300,000 provides $300,000 toward funding construc- 
tion to be completed by June 30, 1957, and $1 million for the purchase of materials 
in advance of construction. The availability of these funds will insure that con- 
struction will progress to the maximum extent by June 30, 1957, and that material 
in short supply and with long delivery time will be available as needed after that 
date. Our best information indicates the likelihood of higher material costs 
resulting from the demand occasioned by volume construction for the exhibition, 
The purchase of material in advance of construction will avoid these higher costs. 

A private firm of construction engineers has prepared for the architects an esti- 
mate of the cost of construction of the national pavilion, basing their estimate on 
preliminary drawings of the building, information supplied by the architect, and 
consultations with firms building in Belgium. Based on this analysis, the funds 
now requested would complete the financing of excavation and grading, basic 
utility installations, foundations, purchase and installation of steel, construction 
of 50 percent of sidewalls and roof, and landscape gardening. In addition, such 
availability would permit the orderly procurement of material in short supply and 
with long delivery time, which may increase with demand. 

The $1,300,000 requested for site development and construction together with 
the $2,040,000 programed, totals only $3,340,000 estimated requirements for fiscal 
vear 1957 of a $5,075,000 current appraisal of total requirements for this purpose. 
In this connection it is significant that the official schedule for the. Brussels exhibi- 
tion calls for the completion of the shell of structures such as the United States 
national pavilion by June 30, 1957. 

The amount of $200,000 would permit entering into contracts during fiscal year 
1957 to assure the availability of certain groups of performing artists who schedule 
their itineraries 9 months or more in advance. Although the majority of con- 
tracts with performing artists can be deferred until fiscal year 1958, it is essential 
that this amount be made available this vear. The $200,000 together with the 
$40,000 programed represents less than 15 percent of the current appraisal of the 
total requirements ($1,784,500) of this activity. 

This supplemental estimate of $1.5 million added to the $4 million presently 
available would make a total estimated requirement for fiscal vear 1957 of $5.5 
million. This sum is litthe more than one-third of the current appraisal of $15 
million for the total program as summarized on page 4. In this connection it 
should be noted that the exhibition is scheduled to open in April 1958. 

Public Law 860, 84th Congress, 2d session, approved August 1, 1956, the “Inter- 
national Cultural Exchange and Trade Fair Participation Act of 1956,” authorized 
the President to provide for ‘‘United States participation in international fairs 
and expositions abroad * * *” such as the Universal and International Exhibi- 
tion of Brussels, 1958. The act also authorized the President to appoint or 
designate a Commissioner General, by and with the advice and consent of the 
Senate, and not to exceed two other principal representatives to appropriately 
represent the United States in connection with participation in the Brussels 
Universal and International Exhibition. The House Committee on Foreign 
Affairs stated in its report on this legislation that “It is estimated that the cost 
fof participation in the Brussels exhibition] will be of the magnitude of $15 million.’’ 

Public Law 855, 84th Congress, 2d session, approved July 31, 1956, the “Second 
Supplemental Appropriation Act, 1957” appropriated $4 million ‘‘For an addi- 
tional amount for the ‘President’s special international program,’ for United 
States participation in the Universal and International Exhibition of Brussels, 
1958 * * *.” The Senate Committee on Appropriations, in its report on this 
legislation recommending an appropriation of $5 million, stated “It was the 
committee’s considered judgment that the allowance of $5 million would be suffi- 
cient to meet the construction costs of the proposed building, including the 
interior and exterior finishings and fittings, and other related program costs 
contemplated in the current fiscal vear. Should circumstances warrant the need 
for additional funds for operating and other costs this fiscal year, a supplemental 
estimate would be entertained.” 
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Table relating proposed supplemental to present availability and current appraisal of 
total requirements 


Current 
Present Supplemen- appraisal 
availability tal request of total re- 


quirements 


I. Construction costs 


A. Architectural services $260, 000 $280, 000 
B. Site development and construction 2,040, 000 $1, 300, 000 5, O75, 000 
Total construction costs 2, 300, 000 1, 300, 000 5, 355, 000 

Il. Exhibit program 
) A. United States national pavilion exhibit 1, 165, 000 4, 921, 000 
| B. International science section 230, 000 840, 000 
C. International fine arts section 10, 000 52, 000 
I). Performing arts program 40, 000 200, 000 1, 784, 500 
E. Public affairs program 70, 000 810, 000 
Potal exhibit program 1, 515, 000 200, 000 8, 407, 500 

lLIi. Adminstration 

A. Personal services 100, 000 760, 000 
B. Other 85, 000 477, 500 
Total administration 185, 000 1, 237, 500 
Grand total 4, 000, 000 1, 500, 000 15, 000, 000 


SUBCOMMITTEE ON DEPARTMENT OF AGRICULTURE AND 
RELATED AGENCIES APPROPRIATIONS 


JAMIE L. WHITTEN, Mississippi, Chairman 


FRED MARSHALL, Minnesota H. CARL ANDERSEN, Minnesota 
WILLIAM H. NATCHER, Kentucky WALT HORAN, Washington 
JAMES B. BOWLER, Illinois CHARLES W. VURSELL, Illinois 


DEPARTMENT OF AGRICULTURE 
Commopiry Crepit CorPpOoRATION, ADMINISTRATIVE EXPENSES 


WITNESSES 


WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZA- 
TION SERVICE 

ROBERT P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, OPERA- 
TIONS, COMMODITY STABILIZATION SERVICE 

PRESTON RICHARDS, DEPUTY ADMINISTRATOR, PRICE SUPPORT, 
COMMODITY STABILIZATION SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


Mr. Wuirren. Now we turn to the supplemental request in House 
Document 115 for additional administrative funds for the 1957 fiscal 
vear for the Commodity Credit Corporation. 

In that connection we will insert the pertinent portion of House 
Document 115 and the justifications in the record at this point. 

(The justification is as follows: 
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(H. Doe. 115) 
“COMMODITY CREDIT CORPORATION 


‘The mitation under this head in the De partment of Agriculture and Farm Credit 
Administration Appropriation Act, 1957, on the amount available for administrative 
expenses of the Corporation, is increased from ‘$31,000,000’ to ‘$33,500,000’ .”’ 

One of the major functions of the Commodity Credit Corporation is the protec- 
tion and management of commodity inventories acquired in carrying out the 
various price-support programs. At the same time, the Corporation must provide 
price support on current crops through loans and purchases as required by law. 
The workload of the Corporation has continued to inerease, and present estimates 
indicate an even higher workload level in 1957 than was anticipated last fall. This 
proposed increase in limitation is to provide the additional administrative expense 
funds necessary to enable the Commodity Credit Corporation to meet its statutory 
responsibilities for the remainder of this fiscal year. 
in September 12, 1956, this account was reapportioned on a basis which indi- 
cated a necessity for a supplemental estimate, pursuant to section 3679 of the 
Revised Statutes, as amended. This action was reported to the Congress by the 
Director of the Bureau of the Budget on that dat 


JUSTIFICATIONS 
COMMODITY CREDIT CORPORATION 


Adm nistrati expenses, Commodity Credit ¢ rporation 


Limitation to date $31. 000. 000 
Obligations to Feb. 28, 1957 $20, 250, 979 
Expenditures to Feb. 28, 1957 S18. 052, 830 
Budget estimate next fiscal vear S38, 400, OOO 
Request for 0.8 month from June 6, 1957 $2, 500, OOO 


number current limitation 1, 476 


number involved this estima 





\Ian-months en pl vment Feb. 28, 1957 | 
PURP(¢ I AND NEED FOR SUPPLEMI rAl UN + 
4 st ated that an additi ial S$2.500.000. over the am int pres tly avail- 
able, will be required for CCC administrative expenses in the fiscal year 1957 
This t increase consists of (1) a nerease of $4.168.000 1e in estimated 
inerea he volur progra operat and the stallati f improved 
ice v ent e CS ommodity offices, (2) a ease of $502.000 
for tl Spe i milk } rr uri s) a ae ease Of $2,170,000 the contingens 
reset The vol f lities to be handled by the Corporation durit 
t ces] ‘ 1957 tial iter i WAS ( mlated in the fiseal 
vear 1957 budget estimate. The increased price support activity is primarily 
i ‘Onl ! Wl loans and dis sition of cotton and corn indicated below: 
Ori 11957) R sed 1957 I ‘ 
r ‘ 
Le 
t 2 ( fl 6. 4 
Co { 4) 48 ) ) 
Dispo oO 
bale 2,8 K 6, 542 
( bist 140, 922. 000 99 ‘ 
PROPOSED LANGUAS 
| Is ead 1 he Department o Agricul re and F n 
Cred Appropriatio (ct 1957, oO the amount availabl ror liministrative 
expenses Ol e Corpora is increased from ‘‘S$31,000,000” to ‘$33,500,000 
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CoMMODITY STABILIZATION SERVICE 


Justification for supplemental estimate, fiscal year 1957, for administrative expenses, 
Commodity Credit Corporation 


Limitation to date, 1957 _ $31, 000, 000 
Supplemental estimate, 1957 wd 3 2, 500, 000 
Revised total, 1957 : _ 33, 500, 000 


The net increase of $2,500,000 consists of (1) an inerease of $4,168,000 due to 
an estimated increase in the volume of program operations and the installation 
of improved accounting equipment in the CSS commodity offices, (2) an increase 
of $502,000 for the special milk program, (3) a decrease of $2,170,000 in the con- 
tingency reserve. 

(1) Increase of $4,168,000 due to an estimated increase in the volume of program 
operations and the installation of improved accounting equipment in the CSS com- 
modity offices—The amount of funds required to administer the programs of the 
Commodity Credit Corporation is directly related to the volume of commodity 
operations. The need for additional funds in the fiseal year 1957 is demonstrated 
by the following comparison of the volume upon which the 1957 budget estimates 
were predicated with current estimates of program volume. 


Commodities Budget esti-| Current | Percentage 
mate, 1957 estimate changé 
Loans made | 
Corn bushels__| 300,000,000 480, 000, 000 +60 
Cotton bales 2, 025, 000 6, 494, 000 | +29] 
Wheat bushels 200, 000, 000 238, 777, 000 | +19 
Rice hundredweight &, 000, 000 | 14, 680, 000 +384 
; j | 
Commodities Budget esti- | Current Percentage 


mate, 1957 estimate change 


Acquisitions 


Corn bushels 332, 915, 000 | 380, 367,000 | 414 
Cotton bales__| 4, 520, 000 | 6, 042, 000 | +34 
Wheat bushels__| 182, 500, 000 | 105, 291, 000 | —42 
Rice hundredweight 5, 000, 000 | 19, 800, 000 | 4-906 
Dairy products pounds. _| 787, 700,000 | 1,008, 500, 000 | +28 
Dispositions 
Corn bushels__|} 140, 922, 000 225, 000, 000 +60 
Cotton bales __| 2, 835, 000 6, 542, 000 | +131 
Wheat bushels 273, 665, 000 270, 000, 000 | —_} 
Dairy products pounds 1,071, 400,000 | 1, 201, 455, 000 | +12 
| 
Loans made.—When the 1957 budget estimates covering the administrative 


expense limitation of the Commodity Credit Corporation were prepared they 
were based on estimated program volume relating to crops, many of which had 
not been planted. As indicated by the above table, budget estimates were far 
too low. According to current estimates more than three times the number of 
bales of cotton will enter the CCC loan program than had been anticipated. 
Almost twice the amount of rice will enter the loan program than had been esti- 
mated in the budget, while corn and wheat indicate increases in loan activity of 
60 percent and 19 percent, respectively. 

Acquisitions.—With the exception of wheat, the acquisition of commodities is 
currently estimated to be considerably higher than had been provided for in the 
budget estimates. Almost four times the amount of rice is now estimated to be 
acquired than had been contemplated. About one-third more cotton is currently 
estimated to be acquired than had been originally estimated, while the acquisition 
of dairy products and corn is considered to be 28 percent and 14 percent, respec- 
tively, above the budget estimates. Partially offsetting these increases, is an 
estimated decrease of 42 percent in acquisitions of wheat. 

Dispositions.—With the exception of wheat, disposition of the commodities 
above-listed is considerably above the budget estimate. Over twice the number 
of bales of cotton are to be disposed of than had been estimated in the budget. 
Disposition of corn and dairy products is currently estimated to be 60 percent 
and 12 percent greater, respectively, than budget estimates had anticipated. 
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The impact of increased program volume is primarily on the operations and 
financial requirements of the CSS commodity offices. The workload and expenses 
of these offices vary directly with the volume of commodities handled and are 
estimated on the basis of a detailed work measurement system. The major 
portion of the workload is comprised of the transactions relating to the acquisition, 
management, and disposition of inventories and consists of the negotiation and 
allocation of storage space, inspections of storage facilities and commodities, 
payments of warehouse charges and amounts due on settlements of loading orders, 
issuance and control of loading orders for the disposition and reconcentration of 
commodities, handling of bills of lading, payment of freight bills and negotiations, 
payments and billings in connection with the purchase and sale of these com- 
modities. In addition to the increase in expenses necessitated by the increased 
volume of price-support activities the Corporation has incurred expenses, unfore- 
seen at the time the 1957 budget estimates were prepared, in establishing the 
Cotton Products Export Office in New York City to carry out the Corporation’s 
cotton products export program initiated in August 1956. 

Increased operational costs attributable to the sizable increase in program 
volume are not confined to the CSS commodity offices but also are reflected in 
increased .costs of some Washington divisions, primarily the Fiscal, Barter and 
Stockpiling, and Grain Divisions. In addition to increased domestic activity 
with respect to loans, purchases, sales, and inventory management of CCC com- 
modities, the Fiscal Division is confronted with increased workload in connection 
with sales of agricultural commodities for foreign currencies under title I, Public 
Law 480 (authorized program has been increased from $114 billion to $3 billion 
and barter and exchange activity. The latter operations have also increased the 
workload of the Barter and Stockpiling Division, particularly due to the fact that 
deliveries in increased volume are now taking place under contracts initially en- 
tered into during previous years. Deliveries of materials valued at $71 milliot 
and $167 million were made to CCC during the fiscal years 1955 and 1956 com- 
pared with $295 million estimated for delivery during the fiscal year 1957. The 
tremendous increase in workload during the past few years in connection with 
loans, sales, and inventories of grain (comprising 71 percent of the total volume 
of CCC’s price-support inventories) has made it necessary for the Grain Division 
to strengthen its units dealing with sales and storage activities. While the man- 
years in this Division devoted to CCC activities has remained practically un- 
changed in the 5-year period beginning with the fiscal year 1952, during this same 
period the value of grain inventories rose from $1.3 billion to $4.3 billion, an in 
crease of 288 percent; the value of grain sold rose from $0.7 billion to $1.7 billion, 
an increase of 134 percent; the value of grain loans made rose from $0.6 billion to 
$1.5 billion, an increase of 157 percent; and the storage capacity of CCC-owned 
grain bins to be managed rose from 545 million bushels to 894 million bushels, an 
increase of 64 percent. 

Subsequent to the preparation of the 1957 budget estimates extensive studies 
have been conducted concerning the use of high-speed electronic computers in 
the daily operations of the CSS commodity offices. The result of these studie= 
has indicated that substantial improvements in CCC business-type operations 
can be effected through the installation of such systems which will provide greater 
service to producers and the public and result in improved management of the 
Corporation’s business. ‘he benefits obtained from the use of these systems 
appear to be so substantial that current plans call for the installation of a high- 
speed computer in the Kansas City office in September so as to be in effect for 
the 1957 crop price-support programs carried out in Colorado, Kansas, Missouri, 
Nebraska and Wyoming. Other offices are currently making studies of the fea- 
sibility of using similar equipment in managing the huge inventories of thi 
Corporation including loading order issuance and settlement, payment of storage 
charges, applying transit tonnage to movement of commodities, and maintaining 
inventory records and controls. 

The carrying out of these plans will necessitate additional funds amounting 
to $232,175 for major installation costs. It should be stressed that many months 
of careful planning must precede and has preceded delivery of this type of equip- 
ment. Although the delivery of the computer for the Kansas City office, for 
example, is not scheduled until September 1957, investigation of the computer's 
potential and advance planning actually started in November 1955. Surveys 
were made of the operations of county offices, lending agencies, State offices and 
commodity offices. These operations and proposed new methods were flow- 
charted and plans-discussed with various banks, banking associations and other 
interested groups. Employees had to be trained in programing the equipment. 
Test runs have been made on equipment furnished at no cost by the manufacturer. 
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Detailed timetables have been established so that all CSS organizations can fulfill 
responsibilities assigned in connection with the changeover. The major installa- 
tion costs of $232,175 do not include all these costs. Included are the costs of 
programers, some equipment rentals, printing and supplies. Excluded are costs 
relating to other personnel concerned with the extensive studies and planning in 
connection with the use of the new equipment. Although the major benefits 
accruing from these high-speed data processing systems are in the nature of in- 
creased service, better operating data, and better management systems and 
control, the studies strongly indicate that the cost of the systems will at least 
be offset by monetary savings. However, such savings will not be fully realized 
intil the changeover from conventional accounting equipment has been fully 
accomplished. 

The program volume, workload, and financial requirements of the CSS com- 
modity offices are reflected in tables I and II attached. 

(2) An increase of $502,000 for the special milk program.—When budget esti- 
mates were prepared, the Congress had not approved legislation extending the 
special milk program beyond June 30, 1956. Therefore, the amount of $108,000 was 
considered to be sufficient to liquidate operations under the program which had 
expired. However, the Congress later enacted legislation authorizing $75 million 
annually for a period of 2 years, commencing July 1, 1956 and deleted reference to 
underprivileged children or those on a public welfare or charitable basis with 
respect to nonprofit nursery schools, child-care centers, settlement houses, summer 
camps and similar nonprofit institutions. This action considerably widened the 
scope of eligibility of children who may participate in the special milk program 
but it is anticipated that the increased certification necessary will be partially 
handled by the State agencies. Also, it is currently estimated that the full author- 
ization of $75 million will not be used this vear since extension of the program to 
new outlets has not been as rapid as anticipated. Therefore, it is estimated that 
$610,000 will be required to carry out this program. 

(3) A decrease of $2,170,000 in the contingency reserve.—This reserve was released 
by the Bureau of the Budget September 4, 1956, at the time funds were reappor- 
tioned on a basis which indicated that a supplemental estimate of administrative 
expense authorization wus anticipated to complete the fiscal year. 


ComMopITy CREDIT CORPORATION 


TaBie I.—Comparison of the fiscal year 1957 budget estimate of commodity volume 
with revised estimates for the fiscal year 195? 


All commodities except cotton Cotton 
Buc get Revised Percent Budget Revised Percent 
estimate estimate change estimate | estimate change 


Tho sand Thousand 








I. Loan a Carlots Carlots hales hales 
a made 163,711 546, 890 L17.9 2,025 6, 494 +-220. 7 
h repaid 75, 167 207, 861 176. 5 1, 505 2, 033 35. | 
c) Loans forfeited 
1. Warehouse store 176, 372 150, 683 14. 6 4,520 6, 042 33. 7 
2. Farm stored 219, O80 187, 172 14.6 
II. Inventory management 
a) On hand beginning of fiscal 
year 1, 162, 143 1, O74, 620 7.5 6, 610 i, S00 2.9 
4b) Addition 
1. Purchases 24, 543 58, 768 139. 4 
2. Purchase gree 
ment deliveri 47, 947 10, 946 —14. 6 
Forfeiture of collat 
eral 395, 452 337, 855 14.6 4,520 | 6, 042 +a. 2 
1. Exchanges $3, OOO 18, 000 15.5 
lransfers 35, 000 118, 150 237. 6 
Potal additions 535, 942 573, 719 +7.0 4, 520 6, 042 33. 7 
C Dispo itions 
1. Sales 410, 671 160, 966 +12. 2 2, 835 6, 542 130.8 
2. Donations 12, 195 44, 940 +268. 5 
4. Exchanges 33, 000 18, 000 45.5 
4. ‘lransfers 35, 000 118, 150 +237. 6 
Total dispositions 190, 866 642, 056 +30. 8 2 835 6, 542 130.8 
d) On hand end of fiscal year 1, 207, 219 1, 006, 283 16. 6 8, 295 6, 300 —24. 1 
(e) Reconcentrations.. 359, 500 426, 000 +18. 5 1,775 2, 100 +18.3 
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COMMODITY STABILIZATION SERVICE 


TABLE II.—Commodity Stabilization Service commodity offices revised fiscal year 1957 


W ork 
item 
No. 


I. 


PROGRAM 


man-years and fund requirements 


y | Unit of measure 


Estimate fiscal year 1957 


Produc- 


tion rate 


er Man- 


year (260 


ACTIVITIES 


INVENTORY MANACEMENT 


A. Storage and mair 


01 


06 
07 


09 


lO } 


16 
17 


x ‘ 
I! 

21 A. Pure 
22 B. Sales 
2 C. Dual 
I 

4A. Loar 


99 


30 


1 


) 


l 


4. 


l 





Commerci 


(a) Storage 


(3 


(c) Payme 


it 
il | 


enance 


contract negotiations_| Contract docu- 
ments. 


By Commodity Office_| Examination re- 


port 
By Commodity In- | Inspectionrequest | 
spection Office (lot 
Other Examination re 


port. 
its of charges 





1) Cotton Invoice 
(2 Other commodities do 
(3) Lo order settle- Loading order 
(44 Reconcentration pay- | Reconcentration 
ment, cotton. order 
( Other services Invoice 
CCC-owned facilities bin acqui- | Transaction 


sitions, 


installed equipment, 


ind maintenance 


11 B. Movements and 


Delivery 


instructions 
iding j 


(a) Loa 


orders Loading order 


(b) Notices to deliver Notice to deliver 
( Reconcentration orders, | Bale 


Deliveri 


Freight 
(a) Ce 


Commer 


CCC stor 
MERCH 
ion _ 

PRODUCE 
naking 

( 

, T) 


ot 


Othe 
Post audit of freight bills 
Commodity 
19 | C. Commodity stock 


ton 


sill of lading or 
delivery re- 
ceipt 


ght bill 
Paid freight bill 
Difference card 


tor Frei 


r commodit 





torage W arehouse re- 
ceipt 
23-A (line item 


Vendor invoict 


id transfers out Invoice 
SACTIONS 
Note or bale 
1 loan Schedule 
nt lec Invoice 
alized loan Bale or cash item 
per note 
t loa Schedul 
f ¢ ] 
) ( i eral 
m stored CL-7 or CL-8 
house stored 
1) Collateral cqul- Note or bale 


sition 


2) Prerecordation of Card 


collater 
Equity payment Note or bal 
ad cotton 
poolin 


days) 


S84 


260 


4,914 


2,418 
168 
1. 092 
286 
4, 550 


1, 924 


4, OS 
420 

1, 430 
30, 810 
2, 158 
5, 044 
‘4.888 
18, 642 
5, 926 
53, 964 


14,612 


R39 


14, 695 


494 


4,082 
1,170 
i, 634 
3 120 
1,368 


22, 230 


145, 416 


Numbe 


‘r of 


units to be 
processed 


46, O82 
37, O78 
66, 952 
13, 264 
7. 200 
80, 735 
86, 410 
26, 250 
&YU. ORT 
YS, 459 
86, 410 
80, 692 
2, 100, 000 
RO2. 436 


s4 
eA 


—- 


Man- 
years 
required 


15 
73 
302 








TABLE II. 


pt 


mt 


)9 


Continued 


Commodity Stabilization Service commodity offices revised fiscal year 1957 
man-years and fund requirements 


Estimate fiscal year 1957 


Work 
item Activity Unit of measure | Produc- 
No. tion rate | Number of Man- 
per man- | units to be years 














year (260 | processed | required 
days) 
PROGRAM ACTIVITIES—Continued 
Il, PRODUCER TRANSACTIONS—Continued | 
3 C. Purchase agreement deliveries CP-4 5, 486 51, 183 9.3 
34 D. Settlements with producers on cotton | Product settle- 4,472 25, 894 5.8 
| claims ment state- 
, ment } 
35 E. Allocation of reconcentration charges to | Bale J 33, 488 630, 000 | 18.8 
cotton loans. 
IV. MISCELLANEOUS PROGRAM ACTIVITIES 
36 A. Payments: | 
1. International Wheat Agreement Invoice — 
37 2. Sec. 32 diversion.and export do 
38 B. Claims by and against CSS: 
1. Claims determination Claim document 676 41, 281 | 61.1 
39 2. Claims recordation and review do S58 23, 508 27.4 
40 C. Collection of claims and other accounts 
receivable. 65. 5 
41 D. Cash receipts Cash item or 13, 806 400, 580 29.0 
schedule. 
42 E. Regular reports Report ‘ 338 15, O71 | 44.6 
43 F. Special reports do 182 1, 247 6.9 
44 G. Operational assistant in the _ field). 4 i teal 3.0 
45 Hi. Cotton pool distribution Check 70, 746 3, 864, 752 54. 6 
46 I. Regional attorney requests | 5.0 
47 J. Criminal court proceedings 0.1 
4s kK. Public Law 480, title I 286 7, 298 25. 5 
49 Emergency grain storage F 444 31, 909 71.8 
BO Certificates of interest, Cotton 6, 188 6, 000 1.0 
51 Proof of exportation and settlement adjust- 72.7 
ments 
52 Cotton products export 58. 6 
53 Preparation of cotton sales catalog 36. 7 
lotal program direct labor 3, 316.5 
ADMINISTRATIVE ACTIVITIES 
I Personnel work 32. 2 
Il. Budget organization and procedure 5O 
Ill. Mail and messenger 45.5 
IV. Other administrative activities 297.0 
V. Administrative reporting 5.1 
lotal administrative, direct labor 267.2 
rotal direct labor, less leave 3. 583 
Lea j *t labor (14.5 reent 519.6 
i¢ i ! t lat 4 103.3 
Indirect labor 2). ¢ 
rot mr 4, 323.9 
Cost 
Ay ila $4, 083 
Total | I 17, 653, 970 
La I i $ il t { I 107 
4, 216.0 
\ 
Com1 tv Office oper oO 21. 579, 400 4. 216.0 
Ma , { Kl l 
pro chines 932.175 19.7 
l odity Off el ) 4 935.7 
Origl il 3, 609. 6 
I ori l esti t 626. 1 
Deere opriation 1d 
Inerea el propri on 7 
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Mr. Wuirren. Mr. Berger, I notice you have a general statement 
We will be glad to hear from you at this time. 

Mr. Bercer. I will ask my assistant to read this for me. 

Mr. Wurrren. We will be pleased to have him do so. 


GENERAL STATEMENT 


Mr. Breacu. Mr. Chairman and gentlemen of the committee, we 
find it necessary to present to you a request for additional administra- 
tive expense authorization for the Commodity Credit Corporation 
We are asking that the authorization be increased from $31 million 
to $33,500,000, an increase of $2,500,000, which is due primarily to an 
ine readed volume of business over that estimated in the 1957 budget 

[t became apparent early in the fiscal vear, from crop production 
forecasts and other factors, that the volume of work which would 
result from 1956 crop price support operations and the management 
of inventories previously acquired would be considerably larger than 
the estimates contained in the 1957 budget. 

In order to provide for these costs it was therefore necessary for 
us to request a reapportionment of the CCC administrative expense 
authorization on a basis indicating the need for supplemental funds 
later in the year. This reapportionment was approved carly in 
September, and in accordance with statutory requirements, the 
Bureau of the Budget reported thereon to the Speaker of the Houss 
of Representatives and the President of the Senate on September 12, 
1956. 

Ever since the Commodity Credit Corporation has had to request 
funds for administrative expenses through the normal budgetary 
processes, we have indicated annually that circumstances beyond out 
control result in the necessity for these recurring supplemental author- 
izations. 

Estimates on which these authorizations are based must be pre- 
pared almost 2 vears in advance of the close of the fiscal vear for 
which funds are provided and before the bulk of the crops applicabl 
to the workload of the corpor: ation are even pl: inted. 

The uncertainty of nature, prices, and other economic factors 
affecting the volume of price support activities constitute additional 
elements which preclude the formulation of accurate estimates. 

The volume of program oper ations is not subje ct to control, since 
the major price-support activities are mandatory and are necessarily 
conducted on an open-offer basis. The workload created by CCC 
operations must be performed as promptly as possible. It is repre- 
sented by business-type transactions, such as toan settlements, issu- 
ance and settlements of loading orders, warehouse payments, freight 
bill payments, settlements with banks, warehouse inspections, and 
many others. 

These transactions are in such a huge volume and are ee 
to so many people that failure to keep them current creates man 
costly problems and difficulties both for our offices and for the pro- 
ducers, ware ‘house ‘men, carriers, processors, banks, handlers, and others 
with whom the Corporation deals on a di ay-to- day basis. 

Consequently, it is necessary that CCC process the work as it is 
received and request fund adjustment late in the fiscal year as its 
unpredicatable volume for the year becomes closer to reality 
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With the fiscal vear nearly over, it is possible to make comparisons 
between the volume of operations upon which the 1957 budget was 
predicated and what it now appears will be our volume for the vear. 
In other words, we can now pinpoint where we made some of the 
larger underestimates of our commodity volume. 

To illustrate: 

LOANS MADE 


In the 1957 budget estimates it was ae that loans made 
would total $1.7 billion for the fiscal year 1957. The actual value of 
loans made shina the first 8 months of this fiscal year is about $2% 
billion, and it is estimated that for the full fiseal year ee made will 
total $2.9 billion, an increase of more than 70 percent over the volume 
upon which the present administrative authorization was predicated. 

Cotton and corn are the two major commodities on which the 1957 
budget estimates were too low. In the case of cotton, it had been 
anticipated that 2 million bales would be placed under loan. As of 
Mareh 15, 4.7 million bales had actually entered the loan program, 
an increase of 135 percent over the original estimate. 

Loans are still available on cotton until April 30, and additional 
loan entries may occur by that date. In the case of corn, it was 
expected that 300 million bushels would be placed under loan. As 
of February 28, 303 million bushels had actually been placed under 
loan. Corn loans are available until May 31, and it is estimated 
that 480 million bushels will be placed under support by then, 
increase of 60 percent over the original estimates. 

As of February 28, loans were made on 13.3 million hundredweight 
of rice, an increase of 66 percent over the original estimate. 

As of this date, also, loans made on soybeans, drybeans, and flax- 
seed have exceeded both the volume contemplated in the 1957 budget 
and the volume upon which this immediate request for funds is based. 


an 


COMMODITY ACQUISITIONS 


In the 1957 budget estimates it was estimated that acquisitions of 
all commodities during the fiscal vear 1957 would total $3.1 bilhon. 
Current estimates of acquisitions for the vear are $3.5 billion, $400 
million more than originally estimated. 

Cotton and corn again were the commodities involved. 

Loan forfeitures from the 1955 crop of cotton which matured this 
vear had previously been estimated to be 4.5 million bales. Actual 
forfeitures were 6 million bales, a third larger volume than provided 
for in the administrative expense authorization. Acquisitions of corn 
are expected to be 47 million bushels higher than the volume provided 
for in the 1957 budget estimate, a 14-percent increase over what had 
been anticipated. 

COMMODITY DISPOSITIONS 


Because of the expanded sales program of the Corporation, our 
dispositions have greatly exceeded the volume upon which the 1957 
budget was predicated. The original estimates provided for disposals 
of commodities valued at $2.7 billion. Through February 28 the 
value of such disposals was $2.7 billion, equal in 8 months to what 
previously had been estimated for the entire vear 
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It is now estimated that, by the close of the fiscal year, the value of 
all dispositions will aggregate $4 billion. This is $1.3 billion, or 48 
percent, more than the volume of disposals provided for under our 
current administrative expense authorizations. 

The increased volume of sales of commodities is fairly general. 

Some of the major increases over the previous estimates are: Cotton 
sales up 3.7 million bales, or 131 percent; corn sales up 63 million 
bushels, or 45 percent; peanut sales up 122 million pounds, or 76 
percent; milled-rice sales up 15 million hundredweight, or 293 percent; 
dry milk sales up 142 million pounds, or 78 percent. 


COMPARISON OF ORIGINAL ESTIMATE OF COMMODITY VOLUME WITH 
REVISED ESTIMATE 


Mr. Chairman, I have a complete statement of all of the differences 
in the volume of commodity transactions contemplated by the 1957 
budget estimates compared with present estimates, if you care to have 
it placed in the record. 

Mr. Wuirren. I believe it would be well to include that in the record 
at this point. 

(The statement referred to is as follows:) 
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Mr. Beacu. The increased program volume primarily affects the 
operations and financial requirements of CSS commodity offices. 
Workload and expenses vary directly with the volume of commodities 
handled. The major portion of the workload is comprised of the 
transactions relating to the acquisition, management, and disposition 
of commodity inventories and consists of the negotiation and alloca- 
tion of storage space, inspections of storage facilities and commodities, 
payments of warehouse charges and amounts due on settlements of 
loading orders, issuance, and control of loading orders for the disposi- 
tion and reconcentration of commodities, handling of bills of lading, 
payment of freight bills and negotiations, and payments in connection 
with the purchase and sale of these commodities. 

In the past 5 vears our commodity offices have been faced with a 
constantly increasing volume of work. 


INCREASE IN EMPLOYEE PRODUCTION 


We are extremely pleased with the employee production records 
established by these offices in handling this tremendous workload. 

Production in the fiscal year 1953 was 15 percent higher than in the 
fiscal year 1952; production in 1954 was 21 percent higher than in 1953; 
in 1955 it increased 5 percent over 1954; in 1956 it increased 12 percent. 

As a result of this steady increase in efficiency, production in the 
fiscal year 1956 was 65 percent greater than that achieved in 1952 
Through February 28, 1957, the offices have surpassed the 1952 
production by SY percent. 

Although we are pleased with this record, we are not satisfied. We 
feel that our operating techniques can be further improved and that 
the productive rate of CSS employees can be increased even further 
and substantially. 

This stems from studies begun over a vear ago to determine the 
feasibility of utilizing electronic computers or data processing ma- 
chines in the daily operations of the commodity offices. 

The results of these studies show conclusively that such use will (1) 
increase the work output per employee, (2) provide better service to 
producers, warehousemen, carriers, and cies groups with whom we 
do business, (3) provide operating data on a more timely basis, and (4) 
provide additional data for management and control purposes. 

In view of these benefits we have installed a basic computer in the 
Chicago office for use in calculating loading order settlements and 
storage payments and plan to install an electronic data processing 
system in the Kansas City office in September for use in carrying out 
the 1957 crop price support programs in Colorado, Kansas, Missouri, 
Nebraska, and Wyoming. 

Other offices are currently making studies of the feasibility of 
using similar equipment in managing the huge inventories of the 
Corporation. In order to minimize the cost of these studies each 
office is assigned to work on a specific segment of price-support 
operations. 

The conversion from conventional accounting equipment to elec- 
tronic systems will not be undertaken until we are convinced that 
such a step will improve our operations. Many months of careful 
planning must precede delivery of this type of equipment. For 
example, although delivery of the electronic data processing system 
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for the Kansas City office will not ag place until September, the 
study of its feasibility actually started in November 1955. 

We have worked with the county ied lending agencies, State 
offices, banking associations and other interested groups. 

We have made test runs on equipment furnished at no cost by the 
manufacturer. Detailed timetables have been established so that all 
CSS organizations can fulfill responsibilities assigned in connection 
with the changeover. 

The systems completed by the Kansas City office will be made 
available to the other commodity offices, thus eliminating the neces 
sitv for those offices having to do the groundwork. 

We will not reap the benefits from the new systems until they are in 
operation. However, the carrying out of the changeover will neces- 
sitate $232,000 in additional funds this year. These are the majo: 
installation costs for the 1957 fiscal year and do not include all costs 
Included are the costs of programers, some equipment rentals, printing, 
and supplies. 

Excluded are costs relating to other personne] concerned with the 
extensive studies and planning in connection with the use of the new 
equipment. 

SPECIAL MILK PROGRAM 


Since the preparation of the original estimate the special milk pro- 
gram has been extended and the scope widened. 

Consequently, the original estimates which provided $108,000 fo: 
the liquidation of the program, was not sufficient. 

It is currently estimated that $610,000 will be required to administet 
the extended and expanded program, 


Mr. Wurrren. Thank vou, Mr. Beach. 


NUMBER OF PERSONNE! 


How many e mplovees do you have now? 

Mr. Beacnu. As of February 28 we had a total emplovment on CCC 
fidaetions, which would be reflected in the budget of 4,609. 

In addition there were 330 in the State ASC offices and an even 100 
in the Agricultural Marketing Service, which are handled as transfers 
making a total emploved in the Department of Agriculture on CCC 
funds of 5,039. 

Mr. Wurrren. How many additional would you get from this 
supplemental? 

Mr. Beacu. This supplemental would increase the average number 
of man-years by 632, making a total employment for the fiscal vea 
1957, 5,108 man- years. 

Mr. Wuirren. Would vou conte mpl: ite carrving that same numbe1 
over through the coming fiscal vear. 

Mr. Bracnu. Sir, as you know, our workload fluctuates seasonally 
and the period between March and July is usually the heaviest period 
of employment because of the takeover of commodities. 

Then again we have a peak in two other offices, the Chicago and 
New Orleans offices at the time of takeover of corn and cotton. 

In each office our employment fluctuates with the seasonal volum: 
of workload, and we would anticipate it would go down in the offices 
where the workload goes down and go up in the offices where the 
workload goes up 
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Mr. Wurerex. On an annual basis would you figure that pretty 
well represents the average man-years vou would use for the coming 
vear? 

Mr. Beacu. We estimate less man-years for the coming fiseal vear 

Mr. Warrren. That is right. 

Mr. Beacu. Our actual estimate for the fiscal year 1958 is 4,868. 


FISCAL YEAR 1957 OBLIGATIONS 


Mr. Warrren. How much of the 31 million which we had allowed 
for administrative funds have vou obligated to date 

Mr. Beacu. Through February 28 we had obligated $20,250,979 

Mr. Wuarrren. Thank vou, Mr. Beach. 

I want to commend vou for the way in with which you handle your 
business before this committee. |] say again you have got one of 
the toughest jobs that IT know of, with the different ramifications of 
the Commodity Credit Corporation and the many tasks which the 
Congress has given it. I don’t know of anybody in Government who 
does a more conscientious job or has the answers more readily aveil- 
able than vou do, and IT am glad to say it for the record 


Mr. Beacn. Thank vou very much, sit 
Mr. Warrren. Mr. Marshall? 


INSTALLATION OF ELECTRONIC DATA EQUIPMENT IN KANSAS CITY OFFICE 


Mir. Marsuanc. Mr. Chairman, 1 join with you in commending 
Mr. Beach. The questions are answered promptly as usual. 

Are there any funds in this supplemental for the installation of 
electronic data in the Kansas City office? 

Mr. Brac. Yes, sir, for the preliminary work in connection with 
the installation of that I have in detail here a breakdown of the cost. 

In the fiscal vear 1957 our estimates included the total of $232,175 
Of that, $48,900 is for rental of what we call an IBM 650 machine in 
the Chicago office which is in operation. 

In Kansas City the printing of new forms will cost us $50,250 and 
in Chicago $14,000, making a total for forms of $64,250 

Mr. Marsnatyt. How much of these particular items could be 
delaved until the next fiscal vear? 

Mr. Beacu. None of it, sir. We have been in the planning stage 
for a period of nearly 2 years on this. We have completely revised 
the procedures for the loan operation in the Kansas City area. 

As a matter of fact, a large part of this $232,175 has actually been 
spent in getting re ah for the installation of this machine in the 
Ke — Citv area in September. 

We be ‘lieve, and sincere ly so, that we can save over a period of not 
next year, or the next vear possibly, but within a reasonable period 
of time, we can several times save the cost of our installation of these 
machines 

SPECIAL MILK PROGRAM 


Mir. Marsnanur. | note that vou are requesting $610,000 for a 
special milk program. For what period will that cover’ 

Mr. Beacu. That covers the fiscal year 1957. The original estima t 
was $108,060 and at that time the law had not been extended. 
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Later it was extended, and this estimate of $610,000 covers the full 
fiscal year. 

Mr. MarsHatu. Have you borrowed from other funds? 

Mr. Breacn. No, sir; that is a part of the CCC administrative 
expense limitation. We have used more of it for that purpose than 
we would have had the law not been extended. 

That is what it amounts to. It therefore becomes a part of the 
supplemental. 

Mr. Marsuauyu. That is what I meant by borrowing. 

Mr. Beacu. Yes. 

Mr. Marsnwatui. That you have already taken from other funds? 

Mr. Beacn. No, sir; not from other funds, from the available CCC 
funds. 

Mr. Marsuauu. From the funds that are allotted to this? 

Mr. Beacn. Yes, sir; available CCC funds. It is merely a change 
in timing. 

Mr. MarsHatu. So this involves more than just carrying the milk 
program for the balance of this fiscal year? 

Mr. Bracnu. It involves the financing of it for the full fiscal year up 
to June 30, 1957. 

Mr. MarsHaxu. That is all. 

Mr. Wuirren. Mr. Horan? 

Mr. Horan. I want to add my commendation to that of the chair- 
man, Mr. Beach. I have known vou for several years now and have 
always been impressed with the efficiency of your own work. 

Mr. Beacu. Thank you very much, sir. 


ADVANTAGES OF ELECTRONIC EQUIPMENT 


Mr. Horan. Now I have a question. 

How will you make this saving through the use of electronic equip- 
ment? Will you get more work out of less effort on the part of those 
who operate the machines? Will it require less manpower to operate 
the machines? 

Mr. Bracu. Yes, sir; it will require considerably less manpower. 

Here is another point to be considered: Using this Kansas City loan 
program as an example, we will relieve the county offices completely 
of the accounting job for the loan program in the Kansas City area 
by the use of this one machine in the Kansas City office. 

We are able to work out arrangements with banks and warehouse- 
men for the handling of documents such that the whole documenta- 
tion would flow into the Kansas City office and they would even 
calculate the interest for banks. 

There will be no need for custodial service in banks any longer 
because all of the notes and loan papers will remain right in the county 
office. 

The farmer will have immediate access to them the minute he goes 
in there. They won’t be at a bank or any other location. We will 
save the fees that we pay banks for the custodianship service. Thev 
are happy to get rid of the job of doing it. They do it as a service to 
their customers. 

The banks will still be in the picture as far as making the loans are 
concerned, and that is what they are primarily interested in, and they 
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will collect interest on the loan for the period that the loan is in their 
hands, but they will not be paid fees for custodial services. 

We belie ve that by those means, and considering the increased 
efficiency and effectiveness of the operation itself, we will be able to 
come out t ahe ad on savings in the Kansas City area alone and we plan 
to apply it in the other areas if it is feasible—if it works out in the 
Kansas ( ity area, 

As you notice, we are trying it out in one area of the country only 
for 1 year before we even try it in another area. 


STANDARDS FOR JUSTIFICATION OF ELECTRONIC EQUIPMENT AS TO 
COST-BENEFIT RATIOS 


Mr. Horan. Just one more question. 

By what standard do you determine whether a commodity office 
has enough business to justify the installation of an IBM machine? 

Mr. Beacu. The standard is based on what we call a cost-benefit 
ratio. 

In other words, they will come up with a detailed proposal as to 
what they want to do, what they think they can do with the machine. 

That is appraised by the machinery manufacturers, bids are re- 
ceived, and on the basis of what the actual outlay of cost will be and 
what we think we can save in the way of manpower in that office, 
We cle cide whether or not the cost bal: ances off exac tly even, and if 
we get better service and more effective operation, we consider we 
are ahead. 

But we are really looking for dollar savings in addition to that more 
effective operation 
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the last 4 rae that would mean expenditures of about 30 million? 


Mr. Beacu. Yes, sir. 


\Ir. Wuirren. And vou now have 31 million. I realize the in- 
crea ed workload vou have had during the vear, hut | dor t think it 
has been made clear as to the workload increase for the last t a 

\Ir. Beacu. Sir, there are several things involved in the obligation 


pattern of the CCC administrative expense et atlee 


them is that the CC¢ aclministrative expense limitation 


provides funds for transfer to other age nel or other parts of the 
Departme nt. 

Some of them are not billed on a current month-to-month basis. 
Kor ¢ yvample he transfers into the section 392 account for State offices 


is usually made on a quarterly basis. 

Also iInvoly ed are the payments and billings for audit costs, nad we 
transfer funds to AMS—we have a statement which projects by 
months the emplovment and the actual obligations. 

Mr. Warren. We will be clad to have that in the record. 


Che statement is as follows: 
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Oblige fions fo CCC administrative expenses and total employ? rent, fiscal years 
1954, 1955, 1956, and 1957 











Obligation otal Empk ‘ 
Month 
1954 1955 1956 1957 1954 1955 1956 1957 

July $2 $2, 376, 584 | $2,689, 402 | $2, 826, 699 3, 113 4,189 4, 706 4, 86, 
August 1 1, $26, 993 2, 126, 671 2, 447, 241 3, 217 4,199 4, 736 4, YRS 
September. 1, 335, 038 1, 784, 420 2. 568 2, 331, 727 3, 212 4, 147 4,781 5, 000 
October 1, 939, 492 1, 985, 771 2, 690, 342 2, 940, 997 3, 280 4,199 4, $60 5, O98 
November 1, 063, 350 1, : 2 063, 526 2, 160, 906 3, 425 4, 264 4, ORY 5, 146 
December 1, 414, 831 l, 2, 148, 791 2, 480, 468 3, 646 4, 249 5, O96 9, OS2 
January- 1, 451, 883 1, { 3, 010, 659 2, 867, 861 3, 729 4, 278 4, Y2F 5, O57 
February. 1, 431, 004 . 1, 983, 913 2, 195, O80 3, 829 1, $47 4, R56 5, 039 
Marc} 2, 056, 315 1,{ 2,011, 713 2, 862, H92 3, 907 4, 393 4, 838 5, 721 
April 1, 646, 338 : 2, 025, 846 2 3, 550, 563 4,045 4,594 4,835 6, 12] 
May 1, 883, 617 3, 130, 053 3, 453, 680 4, 202 4,673 4,849 6, 121 
June- 2, 199, 177 1,965, 400 2 2, 882, O86 4, 126 4, S20 4, YOS 2 6, 021 

Total 19, 750, 181 24, 440,515 28, 483, 884 | 33, 000, 000 


Actual employment cannot be obtained for CCC functions. Figures shown are estimated on basi 
of time spent on CCC functions. Above figures include employment on CCC functions in the Commodity 
Stabilization Service, State agricultural and conservation offices, and Agricultura] Marketing Service 

2 Estimated. 


Note.—Transfers of CCC administrative expenses are made to cooperating agencies performing services 
for the Corporation (State ASC offices, GAO, PBA forrent,and AMS). While the total amount committed 
for these transfers is fixed, the monthly obligations against the CCC administrative expense account occur 
at irregular intervals, depending on the timing of the transfers. This explains the wide fluctuation from 
nonth to month in total obligations shown above. The amount for such transfers is shown below 


Fiseal year 





Month 

1954 195. 195¢ 1957 
i $712, 364 $651, 294 $480, 305 
25, 467 113, 391 258, 370 
125, 441 678, 320 257, 620 
612, 364 659. 265 181, 73° 
199, 533 32, 320 76, 44 
December 25, 441 ISO, 320 448, 121 
January 72, 567 76, 345 $82, OOS 
February 25. 467 28 320 256, 070 
March 512, 191 28, 320) 2hfy, O20 
A pr 73, 699 462, Y6O » 307, 10. 
Viay S84, 342 360, 320 229, O70 
Thine 451, 352 381, 020 6 219, 020 
2, 821, 162 4, 372, 195 3, 751, SS 

1 Negative fig Refle ‘ rf] us transf 
E rated 


Mr. Wuirren. Instead of asking vou what obligations you had up 
through February, I should have asked you what money vou have 
for the remaining 4 months and what workload increase for that 
{-month period would require the additional funds? 

Mr. Beacu. The difference between the obligation through Febru- 
ary 28 and the 31 million is what we have remaining. 

Mr. Wuirren. That is right. But you have said that all of that 
remaining 11 million is not actually available in that some parts of it 
would be transferred to other uses, if I understood you correctly. 

Mr. Beacu. Yes. Transfers are not made on a regular monthly 
basis. For example, in the case of section 392 transfers in the fiscal 
vear 1957, our first transfer into that account was made in July, 
$225,000. 

We made transfers each month up through February ranging from 
as low as $43,000 to as high as $413,000. 
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The ‘transfers in March will be $222,000, in April $195,700, in 
May $195,000, in June $185,000. That will be a total of $2,503,700. 
There are in addition other transfers of $1,148,180, of which $34,020 
will be made in March, $111,405 will be made in April, $34,070 will 
be made in May, and $34,020 in June. 

Our actual obligations other than those transfers, which are on a 
monthly basis, while they were $2,195,000 in February, will amount 
to $2,606,672 in March, $3,243,458 in April, $3,224,610 in May, and 
$2,663,066 in June. 

Mr. Wuirren. That is based on these extra man-vears that you 
mentioned; is it not? 

Mr. Breacnu. It is based on the overall picture of our workload. I 
can demonstrate that to you this way, sir [showing chart]. 

At the beginning of the year we estimate what workload we will 
receive in each one of these offices based on the best current estimate 
of program volume that we can have. This includes the loans made, 
the sales, dispositions, and all the other transactions. 

That is shown on this chart. 

This is the summary for all of the offices. It is in the form of this 
«dotted line. 

This is the workload to be received each month. 

That is converted to dollar equivalent operating expenses on the 
basis of actual production rates accomplished in the past year. We 
do not guess on this. We can almost predict to the dollar what it 
will cost to handle a given workload volume. 

If we are accurate on the workload volume, we can tell you how 
much it is going to cost to handle it. 

If we do not have the money to handle it this vear it will take that 
much to handle it next year. 

In fact it will be more costly to handle tf it is in backlog. 

This shows that our estimate on an accumulated basis for the work- 
load for this fiscal vear is almost identical with what has actually 
transpired up through February. 

We have not missed it much with respect to the workload estimate 
on which we based the allocations to the commodity offices, which is 
a much later estimate than the 1957 budget estimate. 

This estimate was made in May of 1956, just before the beginning 
of the fiscal year, whereas the estimate that resulted in the $31 million 
authorization was made in May of the preceding vear. 


OBLIGATIONAL TRENDS 


Mr. Warren. For 8 months vou had a certain number of man- 
ears and vou had certain other costs. Now for the remaining 4 
months you want more man-vears. I have not got it clear in my 
mind why it is that vou figure that your volume will be up for the last 
$ months as against the preceding 8 months. 

Mr. Beacu. In the last 4 months of the year is when the takeover 
takes place. Just to give vou an example: This is the Chicago pattern 
of work received. The workload goes up from January through the 
end of the vear; it rises. 

This is in terms of man-months of work received in the office in 
that period. 
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Mr. Wurrren. How about preceding years? Have you had the 
same experience? 

Mr. Beacu. Yes, sir. 

Mr. Wairren. Could you give us for the record the pattern for the 
past number of vears, how the last third of the year compares with 
the preceding two-thirds? 

Mr. Beacn. Yes, we can do that very easily. 


(The material referred to is as follows:) 


ANALYSIS OF OBLIGATION TRENDS FOR CCC ADMINISTRATIVE EXPENSI 
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Mr. Beacu. There is a point here, sir, that should be brought out. 
Our February employment was 5,039. We estimate that in March 
the employment will go to 5,721, in April 6,121 and stay at 6,121 in 
May and go down to 6,021 in June. 

That is strictly on the basis of workload estimates. 

Mr. Wuirren. Thank you, Mr. Beach. 

The committee stands adjourned. 


Wepnesbay, APRIL 17, 1957. 
OFFICE OF THE SECRETARY 
WITNESSES 


RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 

HUGH BERGER, CHIEF, ADMINISTRATIVE SERVICES DIVISION, 
OFFICE OF PLANT AND OPERATIONS 


ADDITIONAL FUNDS TO MEET FEDERAL EXECUTIVE PAY ACT OF 1956 


Mr. Wuirren. The committee will come to order. 

We will turn to the other supplemental items which have been 
submitted to the committee in House Document 115 by the Budget 
Bureau. 

We will follow whatever order you like in discussing these matters, 
Mr. Roberts. 

Mr. Rosegrts. If it is satisfactory to the committee I would like to 
take up the small item in the Office of the Secretary, on page 19 of 
the House document. 

Mr. Wuirren. In that connection we will ask that page 2 of the 
justifications be inserted in the record at this point. 

(The information referred to is as follows:) 


. : ° ’ . — . , 

Justification for suppleme nial estimate, fiscal year 1957, fer salaries and expenses 
Estimated |Supplemental Revised 
ivailable, estimate, estimate, 

1957 1957 1957 

1.G } 3 $525, 593 +-$23 400 $548, 993 


PROJECT 1. GENERAL ADMINISTRATION 


(] A? nerease of S28, 100 “to he obtained by transfe fram othe y appropr ations of 
the De partme nt) to meet increased costs of the Federal Executive Pay Let 


1956 
Need for increase The Federal Executive Pay Act of 1956 adjusted the rates 
of compensation of the heads of the executive departments and of certain other 


Officials of the Federal Government. In the Office of the Secretary the followir 
positions were affected: 
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Ol ‘ Nev Salary 

ferent 
Secretary Avricultu $22, 500 $25, 000 $2, 50 
Under Secretary 17, 500 21, 000 +3, SOM 
Assistant Secretarie $ 15, 000 20, O00 +15, OM 
Administrative Assistant Secretary, GS-18 14, 800 16, 000 +1. WK 
lirector Ag itu Credit Service, GS-18 14, 800 16, 000 1, 2 
ry basis 3, 40 
It is necessary to request that funds be made available to the Office of thi 
Secretary in the full amount of these additional costs in order to avoid impairing 
the work of the office. Over the years, the Office of the Secretary has had to 


absorb numerous increases in Operating costs, including those incident to group 
life insurance, travel costs under the Travel Expense Act, and security investi 
gations. Such costs have been met without offsetting increases in the appro 
priation. The office is now in position where any additional absorption of costs 
would seriously impair important functions of general oversight and direction of 
the Department’s programs. It is essential to maintain at an effective level the 
small staff of skilled personnel charged with the responsibility for managing ar 
enterprise which has the scope and capacity of the Department of Agriculture 


Mr. Wurrren. I will be glad to have vour general statement. 
GENERAL STATEMENT 


Mr. Rosertrs. Mr. Chairman, this is a small item of $23,400 that 
arises from the passage of the Federal Executive Pay Act of 1956 
which was enacted in the last days of the last session of Congress, 
after it was too late for an opportunity to-adjust the appropriation in 
the Office of the Secretary to meet the increased costs due to the salary 
adjustments made by the act. 

These adjustments are shown on page 2 of the material we have 
furnished to the committee. The law provided for specific adjust- 
ments in the grade 18 salary level, and in the salary levels of the top- 
most executive staff of the Department. 

While the sum is small, at the same time it is an amount which is 
very difficult to absorb within the small appropriation available to 
the immediate Office of the Secretary. 

It is therefore proposed that we try to absorb it not within the 
immediate office but from other funds within the Department which 
I feel sure we can do. 

The language submitted in House Document No. 115 provides fo: 
the transfer of the specific sine of $23,400. 

I would propose to the committee a it consider the advisabilits 
of revising the language to provide that an amount not to exceed 
$23,400 be made available, because I think that between now and the 
end of the vear it will be possib le to absorb some part of this $23,400 
within the immediate appropriation. 

| have a copy of alternative language here, sir. 

As of March 31, our obligations against the appropriation involved 
here totaled about $398,777. We estimate the obligations between 
April 1 and June 30 to be $146,997, so that without the anticipated 
transfer we would be short about $20,000. Thus it appears that we 
now could absorb about $3,200 of this sum, and it a be possible to 
absorb some other small amounts which might come from the Office 
of Personnel, about $2,500. Also it may be that from the Office of 
Budget and Finanee we might absorb about the same amount. 
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It is therefore my recommendation, Mr. Chairman, that the com- 
mittee consider writing in a proviso which would not transfer the total 
amount, but would authorize the transfer of not to exceed the total 
amount. 

We will watch our expenditures very carefully and absorb as much 
of that sum as it is possible to do. 

Right now it is not possible to say from what other account we 
might take it, but I am sure that there will be near the end of the 
year the usual small balances that accrue from management of funds 
of this kind where we wil be able to absorb the total amount with- 
out difficulty if we have the latitude provided in the language J have 
submitted. 

Mr. Warrren. Thank vou, Mr. Roberts. 

| don’t know under present circumstances whether this should be 
directed to vou or Mr. Wheeler. Actually these requests before us 
do not involve the appropriation of additional money, but each of 
the supplemental items before us involve transfers. 


TRANSFER AUTHORITY 


I would like to ask this question: Actually with regard to most of 
these, within the 7 percent transferability within the Department in 
practically every instance you would have authority now to take this 
action under the general law. You are bringing it to the Congress 
for approval, though under some circumstances you would have some 
authority to transfer, would you not? 

Mr. Roserts. I would like to have Mr. Wheeler supplement what 


I have to say. The 7 percent transfer clause would not affect this 
one, Mr. Chairman. 


Mr. WHeeLer. No; it would not, 

Mr. Roperts. There are also a number of others it would not affect. 
The 7-percent transfer authority, as it now exists, provides that sums 
may be transferred between appropriations within the same bureau 
or ageney . 

Mr. Warren. This might not apply 

Mr. Roserrs. Pest control, research, and so on. Therefore the 
7-percent transfer authority does not permit us to transfer funds 
eases such as the one under consideration. 

Mr. Wuarrren. | can see that the particular item you have, where 
you do not show from what place it would be transferred, would make 
this an exception. Where it definitely shows that the transfer is 
from one activity of the same division for another need of the pai 
group, such as Extension, I was under the impression that would be 
authorized, 

It is immaterial, because vou have brought it up to Congress for 
approval, but I am trying to keep my own haiwhediae up to date as 
as to what the powers are within the Department. 

Mr. Wueevter. I would be glad to clarify that, because in the 
other items vou will hear this morning the 7-pereent transfer authority 
would not be applicable. 

There are several features of the 7-percent authority, which 1s 
section 702‘b) of the Department of Agriculture Organic Act of 1944 

First, it permits transfers within an agenev only, as Mr. Roberts 
hes indieated. but it also refers to the miscellaneous expenses of th 
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agency, so that we would not be permitted, as suggested in the two 
items next to come up, to transfer from an appropriation for payments 
to States. We would not be permitted transfer from that kind of an 
appropriation to a general salaries and expense type of appropriation, 

Mr. Wuirrren. Where we are setting aside money for penalty mail, 
where they are payments to States, and the penalty-mail problem is 
with the same people, it was my thought that perhaps under those 
circumstances you had the authority under the basic law. Again I 
say it is immaterial because you have brought it up for congressional 
approval. I wanted to be certain I understood the overall authority 
within the law. 

Mr. WuHexier. The fact you pointed out is in line with the logic 
of what we are bringing before you, but technically under the 7-percent 
language we would not be able under our existing authority to make 
that transfer. 

Mr. Roserts. Where we do have the authority and use it, Mr. 
Chairman, we call it to the attention of the committee, as you know. 

Mr. Wuirren. | think that is good policy and practice, and that 
is the reason we have requested it. The Department, might I say, 
always has been very agreeable to doing that. 

Mr. Roserts. We are very happy to do so. 

Mr. Wuirren. Are there any questions concerning this item? 

Mr. ANDERSEN. Mr. Roberts, how about the lapses in the Office of 
the Secretary? Are there any such at this time? 

Mr. Roserts. That was the $3,200 1 mentioned, Mr. Andersen. 
It looks as though we would be able to absorb about $3,219 at the 
present time. By the end of the year there may be some more. 
I would hope there might be. What we will do is transfer the mini- 
mum that is necessary to meet the difference in the cost. 

Mr. ANDERSEN. That is all, Mr. Chairman. 

Mr. Roserts. Thank you very much, Mr. Chairman. 

Mr. Wuirren. Thank you, Mr. Roberts. 


WEDNESDAY, APRIL 17, 1957. 


EXTENSION SERVICE 


WITNESSES 


LUKE M. SCHRUBEN, ASSISTANT ADMINISTRATOR, EXTENSION 
SERVICE 

JOHN B. SPEIDEL, ASSISTANT DIRECTOR, DIVISION OF MANAGE- 
MENT OPERATIONS, EXTENSION SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


PENALTY MAIL 


Mr. Wurrrenr. We will turn now to the next item, which is the 
Extension Service. 

I will ask that page 2 of the justification be inserted in the record. 

(The information referred to is as follows:) 
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Justification for supplemental estimate, fiscal year 1957, for salaries and expenses; 
penalty mail 
Penalty mail: 
Presently available, 1957 _ - oa ee Sea at cata eea oe $1, 650, 000 
Supplemental estimate, 1957__ ; te Jk Ae poe ae 514, 000 
Revised estimate, 1957-_-_--- wus 1/3, 106;080 


Need for increase.—Free mailing privileges were granted to State extension 
directors by the Post Office Department under acts of May 8 and June 30, 1914, 
permitting them to mail official matter without postage at the post office where 
the State extension service is located. On July 14, 1956, the Congress passed 
legislation (Public Law 705) requiring reimbursement to the Post Office Depart- 
ment, out of appropriations made to the Department of Agriculture for penalty 
mail, for the cost of mailings of State extension directors. 

Estimates of penalty mail obligations for State extension directors for fiscal 
year 1957 are based on records of procurement by State extension directors to 
which the unit cost figure 6.046 cents was applied. To establish the unit cost 
figure a survey was made of extension mailings and a scientific sampling of the 
use of directors’ free mailing privilege in five States. This analysis included usage 
in first, second, third, and fourth class, weight, rate per piece, and allowance for 
nonuse due to spoilage, obsolescence, etc. 

The volume of mail in the various classes, is as follows: 


Ist class_- jeahkaee ; Be. ‘ 1, 451, 800 
2d class 5 ee ‘ ; ; . 515, 950 
3d class . . : 5, 477, 400 
4th class i 1, 030, 200 


Wastage and nonmailing . poute 24, 650 


Total . 8, 500, 000 

The Post Office Department has concurred in the arrangement whereby they 
will be reimbursed on this basis. 

Mr. Wurrren. You ask for $514,000 for penalty mail to be derived 
from a transfer of funds from the 1957 appropriation for payments to 
States. 

Mr. Scurvusen. That is right, sir. 

Mr. Wuirren. Give us the situation on that, and the amount you 
are spending on penalty mail today. 

Mr. Scurupen. Mr. Chairman and members of the committee, 
free mailing privileges were granted to State extension directors by 
the act of June 30, 1914, permitting them to mail official matter with- 
out postage at the post office where the State extension service is 
located. Mailings of State extension directors include such material 
as marketing and crop reports, technical and research publications, 
bulletins and circulars mailed to farmers and county agents in the 
State. Congress passed the act of July 14, 1956 (Public Law 705), 
which requires reimbursement to the Post Office Department for the 
cost of mailings of State extension directors out of appropriations 
made for such purpose. 

Funds heretofore provided for penalty mail cover only the cost of 
cooperative extension agents’ mailings and an additional $514,000 will 
be needed for fiscal year 1957 to enable the Federal Extension Service 
to comply with the provisions of Public Law 705. Estimates of 
penalty mail obligations for State extension directors for fiscal vear 
1957 are based on records of procurement by State extension directors 
and applying to this the unit cost figure of slightly more than 6 cents 
per piece, which was determined on the basis of scientific sampling 
of the use of directors’ free mailing privilege in five States. This 
analysis included usage in first, seco id, third, and fourth class, weight, 
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rate per piece, and allowance for nonuse due to spoilage, obsolescence, 
etc. 

The additional amount needed for penalty mail for State extension 
directors can be derived by transfer of funds from the 1957 appropria- 
tion for payments to States, Hawaii, Alaska, and Puerto Rico. This 
results from unobligated balances available in the States as of June 
30, 1956, which were applied to the payments due the States in 1957. 

Mr. Wurrren. How do you stand as of today? Have you used up 
the allowance to the point that the Post Oflic e Departme nt has 
demanded this much more money for the remainder of the year’ 

Mr. Scuruspen. There have been no funds made available for the 
reimbursement to the Post Office De partment for the directors’ 
mailings. The appropriation item in the 1957 budget included the 
mailings of the cooperative agents which represents all other extension 
agents other than State extension directors. 


LEGISLATION AS TO MAILINGS OF THE STATE DIRECTORS 


Mr. Wuitrten. This amounts to a new item which the Post Office 
Department billed you for. How has it been handled in years past? 

Mr. Wueeter. In years past the Post Office Department +" not 
been reimbursed for this free mailing. By the act of July 14, 1956, 
the law was amended to require that we now, for the first Ae, reim- 
burse the Post Office for the mailings. of the State directors out of 
appropriations made to the Department of Agriculture for such 
purpose. 

Up to now there has been no such appropriation made for that 
purpose. 

Mr. Wuirren. What items in the payments to States will be reduced 
to provide this $: 514, 000? 

Myr. Scurupen. The accounting procedure which has been followed 
in ye ie past, ever since I have been associated with that aspect of 
the work, has been that at the close of each fiscal vear the amount of 
unexpe ded balances, due to savings and other economies the States 
were able to make in operating the extension work in the States and 
the territories, have been determined, and when the January certifi- 
cation for the succeeding vear was made the certification was reduced 
to the extent of the unexpended balance the previous year. Thi 
State then had the amount which was actually appropriated for ex- 
penditure during the fiscal vear under consideration. 

What this represents is unexpended balances for the fiscal year 
1956 which is carried to 1957, fiscal year 1957. 


UNEXPENDED BALANCES 


Mr. ANDERSEN. What was the total of such balances carried over? 
You say you will transfer it from the balances. 

Mr. S« BRU BEN. For the fiseal vear 1956 the unobligated balance 
was $1,037,724. That is out of the total appropriation. 

Mr. Wank TEN. Which ran around $49 million as I recall it. 

Mr. Scurvusen. That is correct. 

Mr. Wuirtren. This would have the effect of reducing the amount 
of carryover that you would have in 1957 and which you normally 
would carry in 1958. It would be reduced by this $514,000. 
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Mr. Scurusen. The Smith-Lever Act requires that we certify 
payments twice a year, July and January. Our January certification 
for fiscal year 1957 is reduced by the amount of carryover for each 
State. Therefore, for fiscal year 1957 the State is authorized, rather 
than to write a check and reimburse, and it is a bookkeeping propo- 
sition, to expend in fiscal year 1957 their unexpended 1956 balance, 
and the record is corrected by reducing the certification for payment. 


The money we are talking about now in fact never has been paid out 
of the Treasury. 


Mr. WuHer ter. That is correct. 

Mr. ScurusBen. But it does not reduce the amount available to the 
State for fiscal year 1957. 

Mr. Wuirren. The point I make is this: You have taken this out 
of a certain kitty which normally has existed at the end of every fiscal 
year. It was carried over from 1956 to 1957, though in the certifica- 
tions in 1957 you certified what was carried over plus what was appro- 


priated. You certified the new appropriation less the amount that 
you already had? 


Mr. ScuruspEN. That is right. 

Mr. Wuirren. And you normally would do that each year? 

Mr. Scurusen. That is right. 

Mr. Wuitren. Now that you are using $514,000 of that, and to 
that extent vou would not have the money to withhold as against 
the next 1958 appropriation. 

In 1956, you will certify to the States the amount of the appropria- 
tion, less the amount of carryover funds? 

Mr. Scurusen. For fiscal year 1957. 

Mr. Warren. 1957, yes. 

Mr. WuHeever. Carryover funds in the States. 

Mr. Wuirren. That is right. 

This $514,000 being used for this purpose would not be available 
for that certification. You cannot spend it twice. 

Mr. Scurusen. It would not be available, anyway, because it re- 
lates to fiscal year 1956 rather than 1957. 

Mr. Wueeter. It would otherwise revert to the Treasury this year. 

Mr. ScuruBeNn. That is correct. 

Mr. Wueecer. That is our point. 

Mr. Wuirren. May we have for the record how much of this 
money has lapsed for the last 8 years? 

Mr. ScurvusBen. I will furnish that information in just a moment. 


METHOD OF COMPUTING COST TO POST OFFICE 


*. Warren. I note in the justification you say the Post Office 
pis ps sites nt has agreed to settle with you for that payment. 

Approximately what percentage of the $514,000 have you sent out 
in penalty mail? In other words, that is an agreed settlement for 
this work with the Post Office Department for this fiscal year. How 
do you stand so far as volume is concerned? Have you already used 
up approximately three-fourths or two-thirds of that? 

Mr. Speimpe. It is based on a procurement figure. 

Mr. Wurrren. In other words, the Post Office Department and the 
Department of Agriculture got together and estimated the total volume 
of work of this kind for the fiscal vear, and this is for the fiscal year? 

Mr. Scuruspen. That is correct, sir. 
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UNEXPENDED BALANCES REVERTING TO THE TREASURY 


I have the figures you requested earlier, Mr. Chairman. I can take 
you back to 1945 and give you the figures each year. 

Mr. Wuitren. That will be sufficient. 

Mr. ScurusBen. In 1945 the unexpended balance was $193,156, in 
1946 it was $773,937, in 1947 it was $1,154,261, in 1948 it was $478,280, 
in 1949 it was $496,897, in 1950 it was $383,167, in 1951 it was $89,497, 
in 1952 it was $131,105, in 1953 it was $84,561, in 1954 it was $48,469, 
in 1955 it was $926,498, in 1956 it was $1,037,724. 

Mr. Wuirren. What is the estimate for this year? Do you have 
an estimate? 

Mr. ScHrusen. We have not attempted an estimate. I would esti- 
mate that the unexpended balance would be reduced this year. 

Mr. Wuirren. As I understand it, these funds are made available 
in the way of payments to the States and have to be matched by the 
State on sass hetake, and the lapse frequently comes from the fact that 
the State does not match these funds? 

Mr. Scurusen. No. There is only one situation where that has 
existed—— 

FUNDS FOR STATES 


Mr. Wuirren. What is the occasion for the funds not being made 
available to the States? 

Mr. ScuruBEeNn. The funds have been made available, but you have 
51 different units, and they deal with something like 3,000 counties 
where the counties have budgets in support of a program. 

These unexpended balances are the difference between their pro- 
jected program which they originally budgeted and the actual ex- 
penditures that result from that program. These are savings that 
they have been able to make in the administration of their program. 

Mr. Wuirren. Which largely comes from the fact that various 
programs have not come up to the planned program by the Extension 
Service. 

I am not trying to find fault, but I am trying to find out where the 
savings occurred. 

Mr. Scurusen. That would be correct. You will notice through 
the years that when there have been substantial increases in Federal 
appropriations that is when the lapses tend to build up. The States 
feel, and they have followed this policy, that unless they can fill 
positions for which the budget has provided that that money should 
lapse rather than be expended for purposes such as equipment, travel, 
or other types of costs. 

Mr. Wuirren. I am certainly in accord with the way they have 
handled it, and I am not trying to find fault. I am just trying to 
understand it and I think you have clarified it. 

Mr. Scurusen. We have urged the States to operate on the same 
degree of prudence as we try to operate our office, and we think they 
do. That is the reason for the unexpended balance in the Federal 
funds. 

Mr. Marsuauu. A few years ago it was not customary to reimburse 
the Post Office for handling penalty mail. 

Mr. Scurusen. That is correct. 
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PENALTY MAIL ACCOUNTING COSTS 


Mr. Marsnauyu. How much does it cost the Department to keep 
a bookkeeping system now to be sure that you do reimburse the Post 
Office for the amount they feel is due them? 

Mr. Scurusen. When the original act, Public Law 286, was enacted 
which required reimbursement to the Post Office Department, postage 
equivalent of penalty mail, the Department negotiated with the 
Post Office Department, insofar as the Extension Service is concerned, 
a procedure whereby we went out and made a scientific study of 
mailings, uses of mail, the number of different categories, first, second, 
third class, and even obsolescence and nonuse for handouts or enve- 
lopes which for one reason or another were never used. It was on 
that basis that we calculated the cost. 

Our arrangement with the Post Office Department now is that we 
use this study as the rate and then reimburse the Post Office Depart- 
ment for the amount of franked envelopes that are procured or 
produced; so the record is one of procurement. Really the cost 
today is very low. 

Mr. Marsuatu. My question was directed to how much it cost 
you in administration money to handle it on this basis. 

Mr. Scurusen. Aside from the penalty mail appropriation? 

Mr. MarsnHatu. That is right. 

Mr. SperpeL. We use procurement figures. The cost would be 
negligible. We take the procurement figures and relate them to the 
studies which we have already conducted. We conducted the studies 
several years ago. We use data already available for other purposes. 

Mr. Wuirren. Don’t you think we should reduce this appropriation 
in view of the lack of service we had last Saturday and probably 
will not have this Saturday? Do you feel you have to pay these 
people the same amount, whether or not they deliver the letters? 

Mr. Scurusen. Your judgment on that would be better than mine, 
Mr. Chairman. 

Mr. WHEELER. Pursuing your question further, when we returned 
to the business of paying the Post Office Department several years 
ago, the points you brought out were very important. It was extremely 
burdensome under the first procedures established to actually keep 
account throughout the Department and all its field stations of the 
mail that went out. 

Since that time we have worked with the Post Office Department 
and they have taken the lead in working with agencies to streamline 
those procedures so that payments are made to the Post Office Depart- 
ment on a negotiated basis. At the beginning of the fiscal year we 
review the action that Congress has taken on our budget and we 
estimate the impact of that on the volume of mail and set up a tenta- 
tive figure on that basis. Then as we go through the year we keep 
track of procurements, and on the basis of the procurements of 
penalty indicia we make a final settlement at the end of the year. 

The answer Mr. Schruben gave for the Extension Service is generally 
applicable, that is, the administrative housekeeping work of accom- 
plishing this reimbursement to the Post Office is quite nominal, 
certainly much less burdensome than it was 2 or 3 years ago when we 
first started out with it. 
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The Post Office has really done a job in working with us to stream- 
line their initial procedural requirements. 

Mr. ScurusBen. | believe the Extension Service was the first 
agency in the Department that really attempted a negotiation of this 
kind. Our problem was compounded if we were to go out and ask 
3,000 counties, totaling about 3,500 mailing addresses, to keep. track 
of each classification. It would be a monumental job. 

Mr. Marsan. This change has not affected the quantity of mail 
which has been mailed by the De partment or the Extension Service 
in any way whatsoever; has it, Mr. Wheeler? 

Mr. WuHeever. I do not think we could demonstrate that it has 
affected it directly. The fact that we do have to pay for it out of the 

appropriations is perhaps an incentive—and I am sure it is—to focus 
on it more carefully. 

The money for penalty mail in the other parts of the Department 
is part of each appropriation and it needs to be managed and econo- 
mized on just as you do any other element of supply or procurement 
that you have to deal with. 

Under the streamlined procedures there is a day of reckoning. It 
is not simply a shot in the dark. There is a day of reckoning on the 
basis of the procurements, and if the initial amount set up is shown 
to be too low on the basis of these other simplified records, then we 
have to settle on the higher figure. Sometimes it is the other way 
around. 

Mr. MarsHatu. Sometimes I wonder if we should not have the 
same sort of a procedure in effect with the Government agencies who 
handle mail that Congress imposes on itself. Allow so much money 
for handling our mail and place ourselves in the position of 
economizing. 

Mr. WHEELER. Well, we in effect have the same thing except it is 
not earmarked specifically for penalty mail any more than it is for 
pencils and paper and other items. It is part of the total management 
job of the agency to use its funds most effectively to carry out the 
program. 

We feel there are a number of our programs where mail is such a 
vital part that it is pretty important to keep it on that basis. 

The crop-reporting cards and materials that go out to the farmer 
represent a substantial part of our mailing, and if that were cut down 
to where they could not get an adequate number of samples it would 
affect the accuracy of the crop reports. 

Of course, in the Commodity Credit Corporation there is a mass of 
essential mailing, notifications to the farmers of various aspects of 
price-support programs, and so on. 

Mr. Wurrren. Thank you very much. We will proceed to the 
next item. 





WepNesDAy, Aprit 17, 1957 


AGRICULTURAL RESEARCH SERVICE 


WITNESSES 


F. H. SPENCER, EXECUTIVE ASSISTANT ADMINISTRATOR, AGRI- 
CULTURAL RESEARCH SERVICE 


MARK M. KIRKHAM, CHIEF, BUDGET BRANCH, AGRICULTURAL 
RESEARCH SERVICE 


JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


REPLACEMENT OF BUILDING AT BIG SPRING FIELD STATION, TEXAS 


Mr. Wuirrren. We turn now to consideration of the request with 
reference to the Agricultural Research Service. 

In connection with this request, we shall insert at this point in the 
record pages 2 and 3 of the justifications. 

(The pages referred to follow:) 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


On September 26, 1956, a fire caused by lightning destroyed the main building 
at the Big Spring field station, Big Spring, Tex., used for research on soil and 
water conservation and beef-cattle feeding. The other buildings at this station 
consist of small sheds, 2 cottages, and a small stucco office building built about 
40 vears ago. Since there is no space sufficient for continuing research at the 
going level of work, there is urgent need for constructing as soon as possible a 
building which would contain laboratory, storage, and office space. Relocation 
of roads in the area will soon make the present small office unusable since it cannot 
be moved satisfactorily because of its construction and condition. 

It is important that the current long-term research underway at Big Spring 
be continued. Research at this station has provided much valuable information 
over the years which has been important to producers in the dry lands of the 
southern Great Plains. The principal problems under study are soil manage- 
ment, moisture conservation, and wind-erosion control under dryland conditions 
in the southern Great Plains. Some beef-cattle feeding research is also underway. 
Specific projects are as follows: 

1. Cropping, cultural, and mechanical practices for soil conservation and 
runoff control under different site conditions 

2. Methods of conserving moisture and utilizing it efficiently for crop 
growth under dryland conditions. 

3. The relation of climate to conserving water for crop production in 
moisture-deficient areas. 

4. Fertilizer needs and fertility status of western nenirrigated soil. 

5. Fitting conservation practices into farming systems on a field scale. 

6. Fattening and finishing beef cattle under farm conditions, including 
research on control of urinary calculi. 

The Texas Agricultural Experiment Station also conducts research at the Big 
Spring station which includes varietal, date of planting, and spacing tests with 
cotton, grain sorghums, forage sorghums, broomcorn, cowpeas, soybeans, and 
peanuts. Through cooperation with the Soil Conservation Service, Texas also 
has a project underway in which highly valuable grass-seed stocks are collected 
and produced for increase at the Big Spring station in order to make available 
to the southern Great Plains areas potentially drought-resistant selections of 
grasses. 

Plan of work.—It is proposed to construct a 1-story, brick-faced, cinder-block 
building 36 by 122 feet with side walls 10 feet high. It would contain 4,392 square 
feet, or approximately the same space as the building which was destroyed by 
fire and the present office space. Space would be provided for chemistry and 
physics laboratories; soil, plant, and seed processing; supplies, storage, and 
offices. Plans for the construction of this building are available. 
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Mr. Wuirten. I note you are asking for an increase of $66,000 in 
vour construc tion limitation to re place the building at the Big Spring, 
Tex., field station which was destroyed by fire last September. 

You might give us your general statement, including the timing as 
to why you waited this late to present your request, as well as the 
basis ~ your estimated cost. 

Mr. Spencer. Mr. Chairman and gentlemen of the committee, we 
are proposing two supplemental items for fiscal year 1957 for the 
Agricultural Research Service, which would be financed under funds 
previously appropriated to the Department of Agriculture. They 
would not require any additional permanent full- time employee. 

The first item is under the appropriation ‘ ‘Salaries and expenses, 
Agricultural Research Service, research.’ 

It would permit us to use existing funds in the amount of $66,000 
which can be derived through program adjustments to replace the 
main building at Big Spring, Tex., which was destroyed by fire caused 
by lightning on September 26, 1956. There is no satisfactory space 
in the small buildings which remain at that field station to continue 
the research at the going level. 

The Department has basic authority for the construction of build- 
ings under the Department of Agriculture Organic Act of 1944 if— 
provision is made therefor in the applicable appropriation and the cost thereof is 
not in excess of limitations prescribed therein. 

Our current appropriation contains a limitation of $1,850,000 on 
construction items which may be built at a cost of more than $7,500 
each, which is a general limitation on the construction of buildings 
contained in the 1957 Appropriation Act. 

The $1,850,000 is not enough to provide for the building at Big 
Spring in addition to the specific buildings for which the limitation 
was provided. 

The building is needed for research on soil and water conservation 
and beef-cattle nutrition. Researe ‘+h at this station has provided 
valuable information over the years which has been important to 
producers in the dry lands of the southern Great Plains. 

The proposed building would provide space for laboratories and 
storage, and a small amount for offices. It would be a one-story, 
brick-faced, cinder-block building. Floor space would be approxi- 
mately the same as for the building destroyed by fire and the small 
stucco building now used for offices. 

This latter building is more than 40 years old, and it is expected 
that it will have to be torn down in the near future because a new road 
is scheduled to come so close to it as to make it unusable and its con- 
struction and condition are such that it cannot be moved. 

Mr. Wuirren. What was the original value of this particular 
building when was it built? 

Mr. Spencer. The building was built a number of years ago. It 
contained a laboratory and a storage space, and some soil-processing 
rooms. The new building will, in effect, replace the facilities that 
have been lost and will bring into the same building the offices that 
are now housed in a small building which is in very poor condition 
and which, as I indicated previously, will probably have to come out 
when U. 8. Highway 80 is relocated. 

Mr. Wuirten. Are you expanding the facilities considerably beyond 
the original building? 
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Mr. Spencer. No, sir; in effect, it is a replacement. 
Mr. Wuirren. Are there any questions, gentlemen? 


PENALTY MAIL COSTS OF AGRICULTURAL EXPERIMENT STATIONS 


We might turn now to the next item which I believe you have, Mr. 
Spencer, ‘which has to do with the ‘‘Payments to States for penalty 
mail.” 


In that connection we shall insert page 2 of the justifications at this 
point in the record. 


(The page referred to follows:) 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATE 


The Hatch Act of 1887, as amended (7 U. 8. C. 361f), provides for the mailing 
under penalty indicia by agricultural experiment stations of bulletins, reports, 
periodicals, reprints of articles, and other publications, including lists of publica- 
tions, necessary for the dissemination of results of research. Mailings include not 
only those to individual farmers upon request but also to newspapers, libraries, 
other experiment stations, and organizations interested in results of research 
and dissemination of such results. This mailing privilege covers third- and 
fourth-class matter. 

Public Law 705, approved July 14, 1956, provides for payment to the Post 
Office Department of amounts equivalent to the postage used by agricultural 
experiment stations under the Hatch Act of 1887, as amended. This law was 
passed after the enactment of the Department of Agriculture and Farm Credit 
Administration Appropriation Act, 1957. It provides that penalty mail costs are 
to be paid only out of appropriations made for that purpose. 

Additional funds in the amount of $250,000 are required to defray the costs of 
these mailings in fiscal year 1957. It is estimated that 3,100,000 envelopes, 
wrappers, labels, and tags would be procured by the agricultural experiment 
stations in fiscal year 1957. They have procured 1,526,351 pieces during the 6- 
month period through December 31, 1956. 

Cost for penalty mail for 3,100,000 pieces for fiscal year 1957 is estimated as 
follows: 


























| 
| Pieces of mail Percent Unit rate Total 
ee — —_——_—_— — — —— —————— — _ —_ = = — 
Third-class mail | 2,790, 000 | 90 $0.06 | $167, 400 
Fourth-class mail ‘ ‘ ‘ | 310, 000 bs 10 307) 82, 600 
Total _- ; --| 3, 100, 000 Bs 100 | sinkdexn 250, 000 





Mr. Wuirten. We shall be glad to have your statement, Mr. 
Spencer, in connection with the $250,000 which you ask that you be 
permitted to obtain by transfer from other funds. 

Mr. Spencer. This item is under the appropriation “Payments to 
States, Hawaii, Alaska, and Puerto Rico, Agricultural Research 
Service.” 

It proposes the transfer of $250,000 from funds appropriated to the 
Extension Service for Payments to States, Hawaii, Alaska, and 
Puerto Rico, in order to reimburse the Post Office Department for 
penalty mail costs of agricultural experimental stations for fiscal 
vear 1957. 

Section 6 of the Hatch Act of 1887, as amended, provides for 
mailing under penalty indicia of bulletins and other publications 
reporting the results of research of agriculture experimentation 
stations. 

After the 1957 Department of Agriculture Appropriation Act was 
signed, Public Law 705 was approved on July 14, 1956, which provided 
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that the Post Office Department should be reimbursed for the postage 
equivalent of these mailings from appropriations provided for this 
purpose. 

Present funds appropriated to the Agricultural Research Service 
under ‘“‘Payments to States’ are not available for this purpose. They 
are committed by law to the agricultural experiment stations in the 
form of grants and to administrative review of these grants. 

However, funds are available for transfer from the Extension 
Service appropriation for ““Payments to States.” They result from 
unobligated balances available in the States as of June 30, 1956, 
and applied to payments due in 1957. ‘The proposed transfer would 
thus not reduce the amounts available to the States for extension 
work in 1957. 

I wish to repeat that neither of these items require the appropria- 
tion of any new funds. Instead, they require the redirection of 
present funds to meet, one, an emergency which has arisen since 
passage of the Department’s appropriation act for 1957 and, two, a 
need resulting from a new law enacted since that time. We shall be 
glad to discuss any details and answer questions you may have, 

Mr. Wuitten. Are there any questions, gentlemen? 

Does that complete these items, Mr. W heeler? 


EMERGENCY RANGE CONSERVATION PROGRAM 


Mr. WuHeeter. Mr. Chairman, House Document No. 115 includes 
another item that we have not yet discussed which would make funds 
available for an emergency range conservation program in the amount 
of $25 million. 

This was one of the recommendations of the President with respect 
to the problems in the drought area. 

Following the time that this estimate was submitted to Congress, 
Congress has passed and sent to the President for approval, a piece of 
legislation referred to as the deferred grazing bill which is now under 
consideration in the executive branch and with respect to which a 
number of policy decisions are yet to be made. 

If the new legislation is approved, presumably it would be desirable 
to withdraw this particular estimate and substitute another to imple- 
ment that legislation. 

In checking on the status of the matter yesterday, I have found that 
it was impossible to be able to report to the committee today what 
those decisions would be. Therefore, it seems to me that the best 
thing to do is to pass over this item for the time being and see whethe1 
in the near future, first, the new legislation is approved and, secondly, 
if a substitute proposal for financing this kind of work would not be 
forthcoming. 

Mr. Wuirren. It would strike me that the only action for the 
committee today would be to turn this item down based on the present 
situation. That, of course, will not preclude the committee from 
taking up any other item, or even this item, should it see fit later to do 
so and if circumstances require it. 

Mr. WHEELER. The whole problem is being restudied in the light 
of the legislation and in the light of the facts which have been men- 
tioned otherwise. 

Mr. Wuirten. If there are no other questions, then, that will be 
all on these items. 
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